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INTRODUCTION: 
AN INVITATION 
TO BOMBAY 


T he envelope was hand-delivered to our house in Golf Links, 
an endave in New Delhi whose name captured the dubbable 
Iifestyle of its leisured and propertied Indian residents, soon after 
we had arrived in the middle of a north Indian winter to begin 
a long assignment. It contained a large card, with a picture 
embossed in red and gold of the elephant-headed deity Ganesh, 
improbably carried on the back of a much smaller mouse. 
Dhirubhai and Kokilaben Ambani invited us to the wedding of 
their son Anil to Tina Munim in Bombay. 

In January 1991, just prior to the explosion in car ownership 
that in later winters kept the midday warmth trapped in a 
throat-tearing haze ovemight, it was bitterly cold most of the 
time in Delhi. Our fumiture had still not arrived—a day of 
negotiations about the duty payable lay ahead at the Delhi 
customs Office where the Container was broken open and 
inspected—and we camped on office chairs and fold-up beds, 
wrapped in blankets. 

The Indian story was also in a state of Suspension, waiting 
for something to happen. The Gulf War. which we watched at a 
big hotel on Ab new thing called sateüite television, was ander- 
cutting many of the assumptions on which the Congress Party s 
Snily g dyn4 »he Nehrus and Gandhis, had budt 
state. The Amcricans were unleashing a new g en "“ d ^ 
ons on a TTdrd World regitne to wh.ch New 
dose; its Soviel friends were standmg by even agree g 
American*. The Iraqi Invasion of Kuwait had pushed up o.l pnct. 
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and forced ihe Indian r , 

of Hs citizcns working i n ^ bTT " iV't C* J3 *' some three million 
al > this cost India was r)mh ^ ^ m,a balf-billion dollars 
its foreign drbl. OfficbU f e COUntr y rUnf "> default on 
already negotiating a bail-oui'T * e M ' nistr y of Finance wert 
IMF was sctling stiff Vondir "i- ^ Wa 'bington; the 

frorti Neltru’s modcl of . fl ,onal,tJes ~ in 'ff«« a complete shift 

rj"*' p T ai "’'”*"“~»r 

Tomahawk cruise n^!- f Even thc CNN di P* of 

Baghdad wen- , 1 . 1C f zlp P ln 8 neat ty down the streets of 
wails The elif ln emse * ves P art °f another breach in India's 
ne™ 1 S Wh ° ran nationaI TV monopoly or the big 

th^selves' n ° ° nger Had Ind ‘ a * half ' miterate Population to 

Little of this was admitted in New Delhi. The coaiition 
government of V E Singh, which had swept out the glamorous 
jiv Gandhi on a battery of corruption scandals, had itself 
collapsed in November after less than a year in office. India was 
ruled by an even smaller coaiition of opportunists under a wily 
politico called Chandrashekhai; kept in office at Rajiv’s pleasure 
for who knew how long. Everyone düng to the autarkic, Third 
World verities. Politicians and joumalists pounced on the slightest 
admission by their fellows that perhaps India’s vision of the worid 
had been flawed and it had better adjust to the new order. At 
the Ministry of Extemal Affairs, in the red sandstone majesty of 
Sir Herbert Baker’s Secretariat buildings, a bright young offidal 
on a new economic desk assured me that India’s finances were 
stiong enough to take the strains. At a party of intellectuals, 
young academics and filmmakers in rough cotton kurta-pyjama 
suits scoffed at the prospects for satellite TV: How would the 
advertising payments get out to the broadcaster through the maze 
of foreign exchange Controls? Which foreign Companies would 
want to plug products they could neither export to India nor 

ma TTe°^edding invitation was a good excuse to break away Irom 

i Hu« in Bombay. There it looked as it a raw entre 
preneurial Lnt was straining to bieak through the discouraging 
nclitical crust. Word of the Ambani family and the.r Company 
Industries had spread to Hong Kong as pnme examples 
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of Ilm brash new Indln whlch mlght finally have it, dtw rourtow 
of thc changes thc Gülf War symboliscd 7 7 

Ewrything about thc Amhanis, in fact, was a «jod ma « a7 : np 
storv lhc young couples courtship had bcrn a stormv onc 
ready-made for the Bombay show-biz magazines lhc brtdi IW 
lumm, was a girl will, a past. Shc had becn a film stark, 
ealunog ,n SCV eral of the Hindi-language Bims churned « by 
lhc hundreds every year in Bollywood'-most induding imno.b- 

ihe fcmalHeaH 0 " 8 and <l r ce rOU,im:s ' and lon ? sequences with 
»1 1 t dS m WCt ' clin gv dothes. Before meeting Anil, Tina 

The um a T*?' Wel, 'P ublicised affair wi,h a much older actor 

Hb i r lhe tearauay ° ne 0f thf "» A " ba - hoys 

Z ' Z , fnnvned 0n the matdl B-baVs magnates 
usually tned o arrange matches that cemenrcd allianccs with 

a ranecTno ” P 0H,iCal -ne was no, 

a ranged, nor dtd it bring any more than a ccrtain popularitv 

Hned assadants had been sent with acid and knives to fear Tina^s 

fiawle'^A 1 « (ap ° Crypha,: Tina ' s face ««med nur to 
e riawless). And had threatened suicide if he could not marrv 

Hna wem another rumour. Finally, the parents had ugreed ' 

The lather Dhirubhai, was no less colottrful and even more 

controversial. He had first vvorked in Aden in the 1930s I ,|| cd 

h ff?TI ^ he ’ e *" my childhood - aboard the S. S 0« r , a 
buff-luilled Orient Line slnp, en route to mv father’s nostine in 

London with his Attstralian bank in 1958.’ The image was of 
grim, dark-brown peaks surrounding a harbour of briiiiant blue 
3 host of merchant ships tied up to moorings, and a busy traffic 
of launches and barges. The trip ashore was by launch, landing 
at Steamer Point, where Arabs and Indians besieget! the white 
faccs, trying io seil us Ottoman-style cushions or to drag us into 
thcir duty-bve shops. Now someone like those desperate salesmen 
in Aden \v;is a tycoon in Bombay 

iAjnbani had got into polyester manufacturing in a big way, 
and gol buge numbers of Indians to invest in shares of his 
Company Reliance Industries. In India, the home of fine cotton 
textiles, it seemed that people couldn't get enough polvester. The 
onlv constraint on local producers like Reliance was thc govern- 
nient s litensing of their capacity, oi where thov built thcir 
factories. Iö jack up his capacity, Ambani had become a big 
P°litical fixer. In the recent minority government formation, it 
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'-n hFr r s '”" llin « of cash to 

press baron R I r> 1,rn Mrn C T' C ^atdci, with (hc 

L.-, , Ramnath G,)cnki * of the Infam Express and vvith a 

vcar or's ' > p™ ^ r Parsi ,jusira ' 3s bousc, Nusli Wadia A 

■imwted Vm lr '| Cr a Rr ,anCe relations managcr had bocn 

f °* p,0t k t,n S to murder Wadia. The man had Hern 

a franV 1 - wa * ™ving in thc case. W'n it genuine or 

arrv»r*t c ° ' * n W( -’ re not sure: no conspiracy was 

accepted at face value. 


t m° ~ ° Ur tr 'P “lside fndia, making our way down 
:? N . e ™ 1 >e,hl Ra'lway Station in a vdlow-and-black cab, one of 
the IV54 Morris Oxford design still being made in Calcutta. in 
t c rose-coloured haze of a v.inter afternoon; letting a red-shirted 
porter heave our bags on bis head and Icad us to the train, 
establishing our rights to the eoveted two-berth com partment in 
the middle of the First Class Air-Conditioned carriage from the 
list pasted by the door. 

The train slid across the fiat beige northern landscape of 
wheat-stubble and square houses as night feil. In the morning \ve 
were trundling past palm trees and mangrove-bordered crctks 
before humming into Bombay through suburban stations packed 
with commuters. 

If New Delhi was a city of books, discour.se, seminars and not 
much action or precision, Bombay was one whcre peoplc matle 
the most of the nine-to-five working day before battling their 


way home to the distant suburbs. Most crudally, Bombay had 
accepted the telephone as a medium of dialogue—not merely as 
a preliminary (o an exchange of letters setting up a meeting. It 
was also unashamed ! v concerned with money and numhers. New 
contacts like Pradip Shah, founder of India’s first rnting agency 
for corporate dein, with the slighllv alarming acronym of CRISL. 
or Sucheta Dalal, a busincss journalist at fite Times of huiut, or 
Manoj Murarka, partner of the old stockbroking firm of Batlivala 
& Karani, ratlicd off the details of industrial processes. forwanl- 
trading in the sharemarket or conversion «.lates of debentures at 
bewildering speed. 

The wcdding was going to be big. so big that it was to take 
place in a Football Stadium, the same one wherc ühirubhai 
Ambani had held many of bis shareholdcrs* meetings. 

But it began in an oddlv casual way. As instructed, we went 
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mid-aftcmoon to thc Wixlehousc (iymkhana Club, ^ s trect 
from thc Stadium. Thcrc wc found guests mill> n K ,r ' ^ ^ and 
outsidr, thc men dressed mostly in lavishty cut dar . The 
showv tics, moustaches trimmed and hair brilbantm' c || €r y r 
women were heavily madc up, laden with heavy ^mbarn 

and wcaring lustrous gold-embroidered silk saris. nl ^ ^hitr 
appeaned suddcnly from the club grounds, dressed >n ^ ^ 
satiny out fit and sequinned turban, sitting on a white 
brass band in white frogged tunics stnick up a brash, ^ )fncn 
manch and we set off in separate phalanxes of men an 
around the groom towards the Stadium. Every now an en 
process would pause while the Indian guests broke into a P ^ 
vocative whirling dance, some holding wads of money above 
head. The Stadium was transformed by tents, banks of 111 
and lights into a make-believe palace, and filled up with 
of the family’s closest friends and business contacts. They net- 
worked furiously while a banechested Hindu pundit put Anil and 
Tina through hours of Vedic marriage rites next to a smouldering 
sandalwood fire on a small stage. Later, the guests descended on 
an elaborate buffet on tables taking up an entire sideline of the 
football pitch, starting with all kinds of samosas and other snacks, 
working through a selection of curries and breads, and finishing 
with fruits and sweets wrapped in gold leaf. The next day, the 
Ambanis put on the same spread—if not the wedding ceremony— 
at another reception for 22 00Ö of their not-so-close friends, 
employees and second-echelon contacts. 

Retrospectively, by the Standards of Bombay a few years later, 
it looks a modest and traditional affair. Before their joint marriage 
of three children in 1996, the ingratiating Hinduja family had 
an elaborately illustrated book prepared on. the Hindu marriaee 
and sent to all invitees. Other business alliances were celebrated 
with elaborate stage-sets based on the ancient epics; lines 
elephants led thc processions of the grooms and diamondsx ° 
pasted to the foreheads of women guests. But at the ti S 
sheer size of the wedding was seen as a sign that DW*'u* 
Ambani had made it through the political travails of IOr?^ 
and was unabashed—and ccrtainly not strapped f 0r h 
friends. r Cas b or 

It was flattering to bc there and to have a Rep 
relations manager takc me up to mect the Amb • nCC 


public 
Is flattering, 
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within a month of arriving in India, to mcet the country’s fastest 
moving, most controversial tycoon. An interview was promised 
shortly, once the festivities werc ovet An early cover story was 
dearly a possibility, an antidote to the gloomy political news out 
of Delhi. It would help my Standing at the Far Eastem Economic 
Review if India was an upbeat business story and I was right on 
to it. 

That of course was the desired effect. Reliance was desperate 
to raise funds for expansion and was looking to foreign sources, 
so some image-building in a prestigious magazine was highly 
useful. A newcomer to India would be more inclined to play 
down the con^roversies and look at the Company’s prospects. 

The interview, when it took place a month or so latei; was 
stimulating. Dhirubhai Ambani came limping around a huge desk 
when I was ushered to a sofa and greeted me warmly. Despite 
the obvious effects of a stroke in a twisted right hand, his 
mahogany skin was smooth and healthy his hair plentiful and 
slicked back derisively in a duck’s tail. His attention was unwa- 
vering. Disarmingly, Dhirubhai admitted to many of the youthful 
episodes that werc the subject of rumour, and responded evenly 
whe/i I raised some of the criticisms commonly levelled against 
him. He didn’t mind people calling him an ‘upstart’ or even worse 
names. It just meant they were trapped in their complacency 
while he was radng ahead. But the disputes were now ‘all history’ 
and the former critics were now all his good friends’ buying their 
polyester and raw materials from him. 

‘The orbit goes on changing,’ he declared airily ‘Nobody is a 
permanent friend, nobody is a permanent enemy. Everybody has 
his own self-interest. Once you recognise that, everybody would 
be better off.' 

However, Ambani did point to an unfortunate trait in his 
countrymen. ‘You must know that, in this country, people are 
very jealous.’ It was not like in Hong Kong or other East Asian 
countries, where people applauded each other’s success, he 
daimed. In India success was seen as the prerogative of certain 
families. But he didn't really mind. ‘Jealousy is a mark of respect,’ 
he said. 

The interview resulted in a cover story for the Far Eastem 
Economic Review which portrayed Ambani as the business underdog 
trying to break through the government’s red tape and. the 
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Companies in thesc practices. . 

T he Reliancc public relations office continucd to attei 

supplying advance notice of newsworthy events At one P 
later in 1991, there was another glimpse of Dbirubhai Am ani s 
encrgetic mind. His Delhi office passed on a reqaest for infor- 
mation about Indonesia’s engagement in the late 1980s of t e 
Swiss cargo clearance firm Societe Generale de Surveillance (SOS) 
to administer its imports and exports, tbereby sidelining the 
country’s notoriously corrupt customs service for severa! years. 1 
sent off some clippings, intrigued that. the man accused of 
smuggiing whole factories through the ports of India now seemed 
to be advocating Swiss efficiency in place of the lax administra- 
tion of which he had supposedly taken advantage. The proposal 
got to a high Wel in the government before being canned, but 
not before causing panic in the Indian customs Service—which 
mav have been all Dhirubhai wanted to do anyway. 

There were dailv Updates from the Reliance PR staff on an 
issue of convertiblc securities issued in the Euromarket in Mav 
1992, the first bv an Indian Company and tangible proof of 
India’s reforms reconnecting it to the world economy. There was 
a companv-organised trip out of Bombay up to its new petro- 
chcmicals plant at Hazira, involving a bumpy flight in a chartered 
turboprop to the airficld at Surat, bare of airport terminals or 
navigational aids as far as could be seen, and a drive through the 
old textile trading City, squalid despite its lucrative silk and 
diumond industrief—and, a couplc of years later, notorious for 
an out break of bubonic plague. Across the Tapti River, a glittering 
array of pif#", and towers had indml come up, and cryogenic 
tan Vers f-di of ‘.ob v ro '•thylene wnv tied up at the jettv. Reliance 
wa'> tlcady not jiim ;• paprr rmpiir 


Bu> th'* hr.lOf / of .,| 

Mr %o r -Jiarlo// ;»/ ro*»f} ihr y|, 

'/'M 'r m* r.t > f v •;'/ *> of , 
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cnccs to a certain Targr industrial housc’ supporting ♦ i»in or »Hat 
party or bring behind rcrtain politicians. Scorrs party Iradrri, 
cx-ministcrs, senior burenucrats, and heads of th« big governrnm* 
owned banks and corporations werr said to br Ambani frirnds’ 
or Ambani critics’. Mostly it was the friends, it sermed, who gr/t 
the jobs. 

People made bitter and cynical remarks about the Ambams in 
private. The press coverage, especially in the Indian business 
magazines, had a repetitive quality. A mvth was being created 
and sustained. At a meeting of shareholders in a big Bombay 
engineering firm named Larsen &. Toubro late in 1991, convened 
to approve a takeover by the Ambanis, this undercurrent of 
hostility welled up into a physical mclee. ln the shtxiiting and 
jostling, the two Ambani sons had to flee the Stage. I he contro- 
versies kept continuing right through the 1990s. 

Dhirubhai Ambani attracted adulation or distrust. Tb Ivc- 
millions of investors, who had seen their share prices multiplv. 
he was a business messiah. Tb one writer, he was a ‘Frankenstein’s 
Monster’ created by India’s experiments with dose government 
control of the economy. 

‘There are three Dhirubhai Ambanis,’ one of his fei low 
Gujaratis, a writer, told me. ‘One is unique, larger than life, a brand 
name. He is one of the most talked about industrialists, and for 
Gujarati people he has tremendous emotional arid sentimental 
appeal. He is their ultimate man, and has inspired many emulators. 
The second Dhirubhai Ambani, is a schemer, a first-class liar. who 
regrets nothing and has no values in life. Then there is the third 
Dhirubhai Ambani, who has a more sophisticated political brain, 
a dreamer and a visionary, almost Napoleonic. People are always 
getting the three personalities mistaken.’ 

In a legal chamber lined with vellum-bound case references, a 
senior lawyer took an equally stark view. ‘Today the fact is that 
Ambani is bigger than government,’ said the lawyer in all seri- 
ousness. ‘He can make or break prime ministers. In the United 
States you can build up a supercorporation but the political 
System is still bigger than you. In India the System is weak. lf 
the stock exchange dares to exposc Ambani, he teils it: I will pull 
my Company sharcs out and make you collapse. I am bigger than 
your exchange. If the newspapers critlcise, he can point out they 
are dependent on his advertising and he has his journalists in 
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ic lf the political parties take a 
every one of thcir departmtnttl who can pull 

stand against him, he *>as > s 1 , „ (hreat to the System, 

down or embarrass the leat er.. 

Today he is undefeatable.' Dhirubhai rece.ved 

Surpnsmgly, the role played y about con temporary 

only cautious side-references in most KookshODS 

Indian politics. No biography of him was in nmduced 

although Indian journalists and commcntators a p 
’quickie’ biographies of other new celebrities in vast 
The work of the economic historians largely cut out in the 
The few biographies of other Indian businessmen were commis- 
sioned works, not very well written, and notable for a worshipful 
attitude to the subjects. No one drank, cursed, cheated or 
philandered. Their workers were all part of the family Almost 
everyone lived an abstemious vegetarian life, accumulating wealth 
only to give it away to temples, hospitals and schools. 

By 1992, Reliance was tapping investors in Europe for fund¬ 
ing, and international investment funds were being allowed to 
play the Indian sharemarket directly A few years later, the 
Company had started borrowing in New \brk on a large scale. 
The Ambani story was becoming of greater interest outside India, 
at least to investors and perhaps to a wider audience watching 
the explosive growth of capitalism across Asia. 

The idea of this book occurred in 1992, and I put it to Dhirubhai 
Ambani later that year at a second meeting in his Bombay office. 
Ambani seemed receptive, and agieed that his life sto-y could be 
‘inspiring’ for a younger generation of Indians as weil as inter- 
esting to those thinking of dealing with India. I left the meeting 
with an understanding that he had agreed to talk about his life 
at meetings to be arranged and that, if so, I would sliow him the 
completed draft as a courtesy and listen to any objections—but 
reta.n the final say on the contcnt. The book would not be 
credible’ otherwise, Ambani concurred. 

A year slipped away without further progress, and then rela- 
tions w,th Reliance took a downturn. By the end of 1993 
Reliance was in the bidding for several oilfields in the Arabian 
Sea_ I he government oil search Corporation had discovered the 

f eds n " <ll<l n0 ' havr ll,e f»nds to build the huge production 
ngs. gas comprrssors . .. that wen- nceded tveral 


Scanned by CamScanner 


INTRODUCTION AN INVITATION TO BOMBAY XIX 

contacts among mal biddcrs wert allcgmg that the trndrr was 
being rigged in favour of Reliance. Indian politicians and burrau- 
cratf arc mastcrs at tilting an open and transparent' tender into 
a one-horse race, by techniques such as keeping the weighting of 
bidding factors uncertain or secretly promising later concessions 
to compensate for underbidding. In the event, Reliance swept the 
field. and a director with one of the losers told me: ‘We weie 
shafted, and for the WTong reasons.’ 

Wiritmg about this would not advance my request for access 
to the Ambanis for the book, but my duty w'as to the magazine 
that employ :d me The first of two articles in the Ewr Eastcm 
Economic Rovic about the oilfields battle drew a bitter complaint 
from Anil Ambani that the report was ‘defamatory’—a complaint 
not sent directly' to me, or to the magazine, but in a letter sent 
to the head of one of the rival Companies, the Australian resources 
giant BHF! and copied to the heads of the American and Austra¬ 
lian diplomatic missions in New Delhi. y 

Thereafter, I wrote occasionalfy about Reliance and, in July 
1995, left my job with the magazine to spend more time on the 
book. A letter to Dhirubhai Ambani informing him of this rnove 
went unanswered. Over the following 18 months, the research 
led me into all comers of Bombay life, from the slum homes of 
the semi-criminal underworld to the Offices of powerful business 
tycoons, to several dties and towns in Gujarat on crowded 
country buses and trains, to converted churches in London and 
Leicester ringing with the Hindu chants of the Gujarati diaspora. 

The reception varied. Almost everyone wanted to know if the 
book was authorised or sponsored. It was neithet I said, but 
Ambani had been told and so far had not expressed to me a view 
either way about it. Many of those people who knew Dhirubhai 
Ambani in his early days in Junagadh and Aden and then startmg 
his business in Bombay were wiUing to talk. Some others—such 
as his former Aden colleague and Middle East co-ordmator in 
Dubai Bharat Kumar Shah, asked for a letter of clearance from 
Ambani himself, which again was not fortheoming. One Bombay 
joumahsi who agreed to share his knowledge picked up the 
telephone immediately I arrived at his flat and rang Anil 
Ambani’s office. ‘1 have told him if you are wanting scandal you 
will lose the whole story.’ he said down the phone to the executivc 
who answered. The next day, I was invited to lunch by a pair of 
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i rrr wic * a 'Z'ZZ: • »-? «täs; 

Dhirubhai Amb.n. <MfP£ ^ was 5 „|, no ^«rd 
the end of DcccmlK** i * er howevcr» nrrt 

h» «ttitudc to the book. A mont • ^ his forme- P 

u, Bombay (br an interview arr. h , 0 num crous othi r 

managen Rathibhai Muchhala, who ac: d * At the appomted 
«« ’knew everything about the «#* d industria l beit beh.nd 

tinw. Muchhala was not at his ofhee in ^ wa s at t he 

Bombay's airport. A secrctary telcphone Aban p s office 

Rcliance head office. Muchhala was so.ry. but Aino 

had advised him not to meet me^ confirmed 

Ambani's personal assistant. Dmesh Sheth then ^ 

this: there were sevcral proposals for b'ograf tbat 

months eariier Dhirubhai Amban. had md.cated wth 

he did not want at that stage to encourage oi co - r 

any of «hem. Sheth professed ignorance of my 

so f sent another the next day; offermg to come a •. 

discuss the book. . i.,. u i i, ecn 

Ironicallv, the reception among those figure. < 

critics or Opponent, of Rcliance was also wary p huroz a 

senior advocate in tiny chambers in Bombay s; old Fon. su > 
me intently while stuffing Erinmore Flake tobacco tnto h.s p pe 
and wamed that people vvould suspect I was berng used by the 
Ambanis to draw out information. Among some others, my ea.l.er 
tavourable write-ups of the Ambanis still told agamst me. 1 
suppose vou think he’s a hem.’ said the rettred Finance Min.stry 
official and O.binei Secretary Vinod Pande, down the phone. 

Others just seemed too battle-weary. When l.rang the Oykay 
Sill Mills ch.drman Kapal Mehra and asked to meet him, there 
was a Vng pause, ‘l’m afraid that won’t be possible,’ Mehra said. 
The iorr rr primc minister Viswanath Pratap Singh did not reply 
t (,. • r ivA giggled nervously when I cornered him at a Cocktail 

}. • v ir *<■ ;v Delhi. No, he could not possibly talk about any 
on< t o.npa' Singh said, casing awav quicklv. 

\ r .<•> j’O iid agree to talk for the most part insist cd 011 
? ' - >n , fh( y had t»» live in India, they explained. Word ot 
sfMne or <n »e jnct’ings must havd been passed back to Rcliance, 
io- in b'urary \9 ( *7 a stiff letter arrived trom Kanga in 

*' )mhr.; lawyers for Dhirubhai Ambani and the compaity. warn- 
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»u; that dich dtcnis undct stund and upptrhend il\.it thr pro 
posrd poblu.it ion rontuins nutcu.il wliirh is drl.uvutoiv to out 
dient’ )t imv dahned tli.u *at no time’ li.ul thrrr been any 
attrmpt io wilh ihr maletial ivitli thr dients. Act Ion Im rxem 
pl.n \ dumugrs and mjniution agttinst piibliratton mir thtratened 
i( thr book was drhunatory At this polnt it had not rven l>ren 
complrtrd. lrt alonr dollvetrd lo tlu* pttblishets 

l'ottunatcly thr scvctal controvtrsirs th.it hit Ueliancr m the 
second hall ol 199$ produccd a dclugr ol papei Irutn Indian 
Government agencies. Ihr various icports opened np manv 
ptwimtslv obscutv and contmvcnsial aspects ol thr Companys 
operatums. At thr Mime tinic, the controversirs compclled RrH« 
amv to yp\c its ovvn evplanattons, which became patt o! thr 
public tvctuxl. 

I vrn so the ovcrall rrsult unavnidably, has hern a book that 
hrronirs progrrssively less intimatr to its subjcct as dir stovy 
advances, diawlng morr on published reports, availablc documen- 
( Ilion and anonvmous Interviews wiih those who lind engagrd 
,viih I ihirubhai AinKim and Relianc* Industries hon, (he outside. 
•||„. |,,H.k is less Siiiisiactory and less sympathctic. peH'.rps. 'hnn 
i, „lieht have heen will, co-operallon hon, the Amhinis aml 
■iitoss io (hem As mv .vsearch and „Titln,; pryessed. hmwve,. 
won. ,* hon. sevecal SOtuces tha I «he lamdy was 
ils own iveonl of Dhiiuhhai Amban, s lile and Ins comp.im s 
S ,«K. so a version of evenls fmm the Inside mav also be put 

to thr pubüc sonn. 


f 
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A mong all the 550-odd princely rulers Ieft, with British Resi¬ 
dente at their shoulders, to run their domains in the last 
years of the Raj, few were more eccentric than Mahabatkhan, 
the Nawab of Junagadh. 

The Nawab’s family had mn this fiefdom, one of several in 
a political jigsaw covering the Saurashtra peninsula in Gujarat, 
since a faujdar or military commander of the Mughal Empire 
named Sher Khan Babi founded his own subordinate dynasty in 
1690. Two and a half centuries later, this warrior’s descendant 
was best known for his love of dogs. Mahabatkhan had 150 of 
them with an equal nurnber of dog-handlers on his payroll and 
individual quarteis for all the canine retinue. To celebrate the 
‘weddine’ of one canine pair, the Nawab was reputed to have 
spent two million rupees (then worth about £150 000 ster mg) 
and to have given his 700 000 subjects a public holiday 

The Nawab was the first political target to come mto the s.ghts 
Ihe INawao w jt , un jikely that he was ever 

of Dhirubha. Ambam_ althougn ^ m y ovement aime d at 

specifically wne ^ 11 ^ sec ^ ng Junagadh’s accession 

overthrowmg * e of British India in 1947 that Amban. 

to India dunng ^ swdent> had his first experience of 

then a teenage high brushes with authonty. 

political Organisation and h times that Junagadh has 

It was the only mome an(J state smen. Even in the 

figured in the calculattons «f as ^ Kathiawar 

1990s, Junagadh and jetesl most traditional regions oi 

rcgion, remains one ot 9 
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2 THE , in ,hc otherwise busy 

i t orTPSSlb'C >n nu 

( thc lesest acct>’” 

in, ° ,hc ÄSJ 

A fcw times a w-cek, » ' P u„ n ,bav or ll>c Ouprati (Gr¬ 
at Kcshmi. unloading peop e hm B ^ d makr „fkr.r.p 
pora ovcrseas coming to v-s.t the« rcla. ^ cklst ,. .< of 

to family gods at local tem P ups „I pa«'engors or I" 

1040s Tora Mercury taxis wait Io g P con pcct each 

htre at weddings. The raUway network t ^ ^ 

of the several former pnnnpaliües ^ - n j^thiawar, 

World rather than with cach other. Once , ^ often 

all now part of Gujarat «'te, '.aw'ling .. d ,„, legs a nd 

rneans one or morc changes o. n ' ' . ir n , regulär 

backtracking in the journey The last stcam > , J^ fed 

Service in India, apart froni scemc nrountain '• »v ntic lions 
between Junagadh and the Gir sanctuary for the last A.iatic 

TheTatd itself is dry, open and stony. The monsoon ans 
quicklv run off down the short rhrrs and mil ahs that radiale 
front the centr.' rocky hinterland o.n to the sea. The roatls are 
lined with st-n cd pipul (fig) trees, and the storiy fields are fenccd 
nith straggling rows of cactus. The Standard building material is 
a porous dun-coloured stone cut by saws into ready-made blocks 
from pits ncar the seashore. Thcre are few ot thc modern 
ferro-ccment extravagances bullt by the newiy rieh, hardly any 
of the industrial plants and their residential ‘colonies’ seen 
extending out into farmland in other Indian regions, and oiilv a 
few private cars. 

But if the landscape is monotonous, Kathiawar’s people com- 
pensate for it with riotous colour where they can. The wotnen 
drape themselves with cotton scarves tie-dyed in red and orange. 
The local scooter-taxi is the Enfield motorcvcle grafted to a flat 
tray resting on two wheels at the back, with the handlebars 


decked with coloured lights, electric horns and whirling windmills. 
The homes of wealthy merchants are decorated with mouldings 
of swans, peacocks, flamingos, parrots, elephants, lions and tigers. 
Massive double doors, twelve-panelled, with heavy iron sttids, 
open tantalisingly on to huge im^er courtyards. 

A blood-drenched history. and cornplicated mythology are 
«ntarhed to the landmarks and constructions of ICathiawar. On 
the coast to its wisst, at Dwarka, is lltc place whcrc Lord Krishna 
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centre for ^ tcm ^* e °* l * >e nioon at Somnath is a 

Mius «bovr the ci!v *rz£r*r t ,n ,h< ' s,<Tp Girnar 

Min tcmples daring back P% ' n " 

Unarkn^r^' ^ )vcr Junagadh city, thc fortified rock-citadel of 
thp 4 \ mSC "£ tions an ^ cave-sculptures from thc time of 
"nt » ( Vr'”? ^ ru ^ cr ^shoka. The city was an important 

^ R * F . ’ nc 11 ni ers °f Gujarat irt the first millennium. Then, 

• 1 j°j ' V1 irv i e ^S^ an warlord Mahmud of Ghazni, who 
imatt tn AD and pillaged Somnath, Junagadh suffered 

° U . r f^ na,nes sackings. Mughal rule gave it some stability— 
wit l us itn rulcrs Controlling its largely Hindu population. Both 

^ aru P^pk wene passive onlookers in the contest for 

ndia s tiade arnong the English, Dutch and Portuguese, whose 
galleons fought vicious battles off the Gujarat coast. A five-metre 
long cannon broods over the town from the ramparts, a relic of 
an unsuccessful attack on the Portuguese trading post at Diu, on 
the coast southeast of Junagadh, by the fleet of Sultan Sulaiman 
die Magnificent of Turkey in the 15th Century 

At night, seen from the coastline at the south of Junagadh, 
processions of navigation Iights travel left and right along the 
horizon. The seabomc traffic between the west coast of India 
and the Arabian ports goes on as it has for millennia, ever more 
intense. 

Gujarat was the trading hub of ancient India, where Indian 
cottons and silks were traded to Arabs and later thc first English 
East India Company in return for silver, gold, incense and coffee 
from the Red Sea port of Mocca. Up until the early 15th Century. 
Chinese junks had also come to Western India. Later India and 
India-based European traders became the trade intermedianes 
between the Arab and Chinese spheres. The Gu|arat,s were 
prominent in this pre-colonial Indian Ocean tradrng network. 
with the wealth of India in its cloths, indtgo, opium and sp.ces 

merchandn.e. «athiawar took part in this trade. Diu 

The small p d wrjth Aden in the west and 

handled much of Gu|arat jcksilver , ve mrilion. copper 

Malacca in the east. Ckrld for , ndian gold and silver 

ÜStJCSd« - K. «•»" — «' • 
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Stores and Service stations. Most were from Gujarat, a laige 
Proportion of these from Kathiawar Two of the biggest commer- 
cial families in Uganda, the Mehtas and the Madwhals, came 
from Porbander, and the thriving Chandarias of Kenya came from 
Jamnagar. Until 1938, the free port of Aden was pari oi the 
Bombay administration. The East African Shilling, the currency 
of the Red Sea and Indian Ocean trade, was virtually pegged to 
the Indian rupee in value. 

The Gujaratis were stingy with their customers and stingy 
with themselves. Bhaskar Bhattarcharya, a television broadcaster 
in New Delhi, spent his childhood years in Uganda where his 
father was a British colonial official. The epicurean ways of the 
Bhattarcharyas from Bengal contrasted sharply with those of the 
Patels or Shahs from Gujarat. 'When we first arrived, the women 
took my mother aside and said: this is the way you do things,’ 
he remembers If you were invited for dinner, you got a couple 
of /egetable dishes and rice. My parents liked to splash out, and 

serve meat anc * t0 t b e h guests. Of course, by the time we 
left, the Gujarati peon in my father’s office had probably saved 
more than he had.’ 


»e wealth was the result of rigorous saving, abstemious living, 

an €n , ess ours wor h by unpaid family members—a 
migrant s success story in many parts of the world. In East Affica, 

.t created a resentment that led to the expuision of the Indian 
tradm and appropriation of their asseu after the colonies became 
independent in the 1960s. The effect was to fling the Gujarati 
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again. 
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JE** ^ ,,ÄfÄ,,Ä / *^ r I* r,, pl p f >f Kathlawar arr mv/wr*rr1 
.y.. rarUr ° Ä P rp <*h, invrntiveness and rommrrrial 

^Zr Jf .K 15 1 PUrr °[ Kavr nOU; Sh,rlA lUiatl, . former 

. . f Indio Today % Gujarati-lAnguagr editton lt 

. a arirn an , aif out of «tone thcy somrhow rlraw out wafrr 

ty? ^»r V? \° ro ^ n,r ^ J * br cause the landvapr i* vj rolourlett 
cy 1 t cir irad.s with colour. Amongst Gujarafis, the best 
anguagc »s among Kathiawaris: so many wordv Evm the trading 
ass wi '''VC cxtraordinary expressions. Kathiawari tradrr» havr 
more vibra.r tcrminology than other tradrrs They wrrr the first 
to go out of India for bctter prospects. Advcnture is second ncturc 
to thcm. Thcy have less hypocrisy. All of the other busmess 
communitics affcct modesty to thc point of hypocrisy Dhirubhai 
Ambani is part of tliat culture/ 


In one sense, Ambani was bom to be a tradcr, as his famity 
bclongs to a Bania caste, a section of thc \&isya catcgory ( vama ) 
in the traditional Hindu social ordcr whosc roles arc thosc of 
merchants and bankers. This instantly providcd a wholc network 
of rclationships, a community and social cxpcctations that madr 
commerce—taking a profit from buying and selling in market %, 
the accumulation of Capital—an entirely natural and honourable 
lifetime's occupation. 

AJthough socially bclow thc Brahmins (priests and schoian) 
or thc Kshatriya (warriors and landowncrs) and rarcly part of 
aristocratic elites, the Viisya castcs came to exr reise enormous 
power across India. Thcy marshalled huge amounts of Capital, 
which funded the campaigns of maharajas and nawabs and at 
times the British trade and military expansion when the budget 
ffom London ran short of operational needs. Onturies before 
the modern banking system, Vaisya shroffs or bankers wrrr the 
conduits of a highly monetised Indian cconomy renntting vast 
sums around India at short notice through a sophisticated trust 
System based on hundi (promissory notes) 

The commrrcial instincts of Gujarat’s Vaisya wrrr rneouraged 
by a convenient Interpretation of Hinduism prrached by the holy 
man Vallabhachaiya in his wanderlngs arrmnd the rrgion r.irl> 
in the I6th Century, An other widrly followrd rrltgioua schoot 
known Shaivisrn (from tlir god of creativity and d« siiucti« n 
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. I ,nirr'il and an impersonal 

Shiva) had preachcd that ihr‘ ‘ and |rut h. I hc (ain and 

abstract csscncc was the abso,ut ? f Hinduism. also 

Buddhist religions, whlch Nd of lhe , df 

preachcd privadon, renunciat.o cre atcd and sustaincd 

\hllahhar hatya saw a personal g > fonn of de votion. His 

lifc, for whom livmg life to the ful focus of devotion 

school became known as Vaishnavism, icrichna n#»r 

was the god Vishnu’s playful avatar (incamaüon) P“' 

haps the tnost tvidely adored and human face of the d.vtne among 

In his classic text on the Vaishnavas of Gujarat, the Scholar 
N. A. Thoothi pointed out that this naturally appealed to the 
people of a land richly endowed \vith opportunity i e t e centra 
parts of Gujarat. It was a philosophy that justified their wa\ o 
life and gave a divine purpose to their roles as providers and 
family members. It also fitted the rising social Status of the Baniao 
in Gujarat, overriding the formal vama hierarchy. 


As Viishnavism grows, the Varnas decline. We have noticed, for 
example, how the Vanias [Banias] have reached a social Status 
as high as that of the Brahmins themselves. This upsetting of 
the balance of the Varnas has been greatly due to economic 
causes. ITte merchant and the financier and the capitalist have, 
by sheer force of wealth and power, for a while become 
dictators over all, even over the priestly dass . . . 


A justification of their way of Jiving, a theory of life and a 
pathwav suited and helpful to the living of a life engrossed in 
work and duty as a man, husband, father, Citizen and so on, a 
hope that such a mode of life as they live is acceptable to the 
highest deity—the Cnj-iratis naturally sought for all these. 1 

Ambani’s pa> icular caste is called the Modh Bania, from their 
original home in the town of Modasa north of Ahmedabad before 
a migration many centuries ago to Saurashstra. The Modh an 
one of three Bania castes in this part of Gujarat, who might eat 
meals together but who would each marry within their own caste. 
rhey are strict vegetarians, and only the men take alcohol. 1 beir 
practice of Hinduism follows the Viishnavite path. But the ma> n 
objcct of their pilgrimages, on marriage or the Start of a nt" 
business venture, is a black-faced idol with a diamond in his eh' 11 
°cated in a temple at Nathdwara, a small town in the barn 1 
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hills behind the lake city of Udaini.r d , 
reprcscnts Srinath, an avatar or incalnaiion 
was broughl to Nathdwara from Math..™ IK k «mhna, and 
by a holy man to cscapc thc deprcdations ofV'V"* * blr, . h P ,ace > 
Mughal emperor Aurangzcb. P For reasons ant, H,n<1 " 

Srinath has become thc familiär 4 V L that ar€ not c,car * 
Banias. Portraits based on the Nathdv ° V Modh and 0(ilCr 
the Offices of Bania businessmen. " ° ^ ° f ‘ en Seen in 

In later ycars, Ambani and his familv m iA c • . 

the temple of Srinath flvina ; ntrk , m • d frcc j ucnt v,s,ts to 
nv’s executive iet and a ' • ^ ° ^ c ^ a, P ur airport in his compa- 

Ambani built a large ashranf 

for the usc of visitoi^ tk k ^ ^ nm S rest '^ ouse ) in Nathdwara 
ror me usc ot visitors. The three-storey building faced in a oink 

8r TtheM HK n edt ° th£ mCmor y «f parfnts P 

ous wavs M thcifr’" Piely in thG tem P’ e ' and ahstemi- 

* ays ln their homes, they are known as fiercelv comncikive 

atoutTakinrad” 5 th< f market P ,ac£ - "o compu^tions 
about taking advantage of opportunities for profil. A saving in 

Gu^at goes: Kapak hojo kodh, pan angane na hcjo Modh'— mfan- 

H 'l beUer t °. hav 1 c a ,euc oderma [a disfiguring skin pigment 
disorder] on your forehead than a Modh as guest in yourh^se ' 

Like other Bania castes of the region, the Modh Bania looked 
tar beyond their immediate patch. For centuries it has been a 
custom for young men to make trading voyages to Arabian ports 
building up personal Capital over nine or ten years hard work 
and modest living before returning to marry and take over the 
family business. Sons inherited family property in equal propor- 
tions, with the oldest son assuming the authority of familv head 
But all this was a nebulous heritage for Dhirajlal Hirachand 
Ambani, born on 28 December 1932. His home town w^as 
Chörwad, literally meaning ‘Settlement of Thieves' though no 
°ne seems to remark ori that. It is set a mile or so back front 
the flat Arabian Sea coastline where the Nawab had a two-storey 
Summer palace built of the dun-coloured stone quarried front pits 
nearby. The railway from Junagadlt bypassed die town to the 
e ast, looping towards the old port of Veiaval and Somnath. 

His father, Hirachand Ambani, seems to have been a diffident 
trader when he tried his hand at petty commerce, as a Wholesaler 
in ghee (darified butter, a cooking medium in India). He is recalled 
by many acquaintances as a ‘man of principle'—meaning perhaps 
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h, «ootl st nwking monry. He i s 
th.it he w». too goodwilW «<> )n ,he Administration 

bette, remembetni - ''“^m ,034-36. Am .ah, senior w„ 
of ,he Nawab nf |,m*J!*d'' /" ,chool. wltose clas,r.K, m , 

headmaMet ->« the ‘ "’Ti mmain ll.de changed around . 
with .heit halternd fu/" i '” d thc town’s bus stand. 

Irre-Iined >imi acmss ' hr n ' mcnta rian Viren Shah. whose 
The industriellst »"fP remem bers Ambani senior as 

family also comes ® ^ norma lly dressed in a white 

a stocky man with a dark-b of doth drape d in to a rough 

tiirban, long coat and dho l P private tutor for several 

pantaloon). The family. Jayan Shah, who 

eears fbr another member ot the 

remembers him as a good teacher ^ exttemely 

Hirachand Ambani - ade f ‘ t home süU Stands in a hamle" 
tustcre circumstances. ^ famdy home^ s ^ ^ ^ ^ 

£££ stone dwelling «h, a stamped 

5= s ÄS 

rpenmgs un , d Sama dasbhai) before be.ng 

ZJZ7 m Snd marLge gave him ftve more <Ud»£* 
Dhirailal—or Dhirubhai as his diminutive became--in the ^ 

•n, familv’s Dovertv did not keep the Ambanis from contact 
The family s poverty am . K Bania 

Vith better-off members of their social peer gm P 

=ie« - £ 


rhe two houses of the Shah family in Chorwad. ShantiSadioi 

Anand Bhavan, were big and ramb ing in c hildrcn 

c. As well as learning all the ways of business, ^ 

e expected to leam various sports induding 2 0 

mming and athletics, and to take their turn * nl 5 1 .. j^d 
fs and 10 buffaloes kept in the gardens. Fhe S a 1 11 
ome early füllowers of Mahatma Gandhi— also a ^ 

ihiawar—and often gave him accommodation in CU . 

:le of Viren Shah and Jayan Sh^h had even R ^rniorvva^’ 

rin *c c md kuieAmA n f^nn/lkiors CATItll üt'tlVlSl Ol 
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carrying out upliftxnent Wor v arnr 

Unlrxjc hables) and running a fjtn^ "* 'l' 4 ’'* 3 " (,i * former 
Jay a n Shah rememben DhintbhaV T P for y,Mh 
ymngrr than him, coming to AnanH rI^' ^ a>X ’ u ' *«w y<*« 
ux)k an mietest in othe/peoofc. B ^ via t»X«n Shaii'« fat> <r 
l» read and asking them to Ho fS*'?’ kT “ ,m « them book» 
Dhirubhai was welcomed with u^' arr/und * h * how 
wilh respect. Ut*g ^ h affec,J ™. and retumed it 

Shah rcmembcr» him droppinl L‘Z r , *° W ° rit ovmta * 

vacation back in CTsonvad ^rivine wiO. v «' *"** a 

of an old relationship’. ^ ^ fpvztfj and a feeimg 

crrnltouc'l, 1 ' 1 Idlauon^f,,’ 1 ,fin "hT^ “»Ahai 

school. ln 1 ,15, h“ll m h 7 * hU «■* old primary 
Bahadur Kanji High School 7V ’ an< ^ cnrolled at the 

Ix-cn buill in 1902 by the nawab ofto,? that ^ 

him. Becauae of his familv - * ix/vertv nt, 'S*.“*’ 1 named »ft» 
a free Student. He found atcomm^H« ‘ rub *' 41 wal admitted as 

“ ÜwHH toa for •"»*« rf'iiSf* h0UK 

rhe Second World War had targelv nassed bv K- ,k- 
»r overflights by mibiary transprl^d 

not T ' irmy ' CCP 1 1V m " V "‘ mem for 'odiar, independente f, 4 
n t. On rr.urn.ng Irom Srxith Africa, Gandhi hatHsS^d hri 

ashrarn m Ahmedabad, the main City of Gujarat. and ca^fed 
many Of h.s agitatiom against British rule in the tarne reoon 
nclttdtng the famrws '«alt manch' to the sea to protest 
*nc govrmment monopoly of salt in 1930. * 

His artivities wert- finanerd Iry Indian industrialisu frorn the 
I Iifidu trading casic-,, forrmost among ü»em the Calcutta^^d 
Marwari jute-milirr (i. !). Birla His abstrmioas lifestyle was an 
^xtension of thrir </wn idrals, mnyt familiär to thern than the 
A^glicised manners of thr Nrhru family But a real self-interest 
*** also involvrd. Ihr industrialists also saw in the Bania-bom 

•andhi a «runtriforcr within ihr Indian National Congress_the 

*nain secular vrhiclr of thr indrpendence rrK/vement—4o the 
'° c *aU»t and Kommunist iflras that had taken a strong grip on 
thinking of rdiuatrd Indians. Gandhi’« ideas of industrial 
( Wolulion to thr villagrs wrn* intrimkally oppoted to thr pro- 
for state < apitalisrn and central planning of investment 
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then being promoted by the Le fl in India as elsewhere in the 

\ v o r 1^ 

In lunagadh. thc ideas of Gandhi and Sardar Ruel. the Hindu 
nationalst lieutenant of Nehru who was also a Gujarali casi a 
stronc influence. The Nawab. with his Indian Political Service 
Resident Mr Monteith at his sidc, was automatically put in 
defencc of the Status quo. His police force and its detective 
branch kept a close watch on the independence movement, and 
carried out manv arn.sts of agitators throughout the 1940s. 

At the Bahadur Kanji school, Dhirubhai was quickly infected 
by the independence mood. Krishnakant Väkharia, later a leading 
lawyer in Ahmedabad, was two years ahead of Dhirubhai at the 
school and met him soon after his arrrval in Junagadh. The two 
took part in a gathering of students to discuss the freedom 
movement, \hkharia recalls that all were inspired by the nation¬ 
alist ideals of Gandhi, Nehru, Patcl and most of all the socialist 
Jayaprakash Naravan, then still in the Congress Party 

The Modh boarding house where Dhirubhai was staying 
became the headquarters of a new group to push these ideals, 
which they called the Junagadh Vidvarti Sangh (Junagadh Stu¬ 
dents’ League). The objective was to take part in the national 
independence movement and Gandhi’s swadeshi (self-reliant) eco¬ 
nomic programme which involved boycotting imported factory- 
made goods in favour of village craftwares such as homespun 
cotton (khadi). Activities were to include meetings to salute the 
proposed national flag of India—the saffron, whi.e and green 
tricolour with the ox-wagon wheel in the middle, which was then 
the Congress flag—as well as motivation sessions and sports 
meetings for the other students. 

Vakharia became the president of the Sangh, with Dhirubhai 
and another Student called Praful Nanavati serving as secretaries. 
VVe organised a lot of functions, like saluting the national flag, 
and took a lot of risks,’ said Vhkharia. At one time we printed 
pamphlets with a photo of Gandhi, and with that we approached 
some leading citizcns to be our Sponsors—but no one agreed. In 
Junagadh at that time no one was allow'ed to even utter “J a * 
Hind or Vande Mataram", or sing national songs. Even wearing 
kliadi made you a suspect in the eyes of the Nawab s CID. 

In 1946, the students leamed that Kaniala Munsi, a lawyer 
who was later a leading Congress Party politican and a minister 
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- AS1VI VOUN(, Banu n 

in Nchiu's Inst govrrnnu-nt, Woi| j, , 

{kKl M to invltc bim a dd.r M thrh m V,% .‘ ,lnK I hrv 

(>l « ,H)imiin K ,muM ‘ '<*« Inin slndnus"’ir ln K ,llr <om l”>und 
M ,mtnoiuul Vakharia. I >hn til>h a i .....l m Nawa,, ‘ s polier 

the thirc- with auest, expulsion Vrom .TT 1, 11,111 ,lu <’*“cnrd 
thcir parrms unlrss tluy o aV e an „„..VT “'' ,l ,,,,n,>lr , '°" 1 
Speech woulil bc given. <u '' ,n K , * ,i " iw> poliiu.il 

lt is höre* that Dhirubhai «bnu» . 
bringing appatvntly irrcconeilablc .U-nvnüu K 

.io», if thnmgh a dublous i»,,Hcr , ’w " ^ 

"r>’ <*»' w< .".- WSdÄS.S ä 

!"*'. n . " K ""'« «<’ 8 ,w Ilw spccch. If the re is any breach 

r* U ,"'m " •' k,,<8 ' " ' “ l ’ rul,lcm '.olween Munsi and the 
pohcc. Miinsi ca.no and delivered a rousing speech in favour nt 
early indepeiulence. 

As 1947 wore on and partition of British India along Hindu- 
Muslun communal lines became morc likely, the pulitical position 
ol the princcly States came under great scrutiny. By August, when 
the transfer ot British power was duc, all the rulers came under 
pressure to accede to either India or Pakistan. In most of the 
more than 550 States, the decision was clearcut becau.se of 
geographical position, the religion of the ruling family, and the 
predominant religion of the population. 

Three difficult cases stood out after ‘freedom at midnight’ on 
15 August. In Kashmir, contiguous with both India and Pakistan 
and with a Muslim majority, the Hindu ruler wavered. ln the 
immensely wealthy and large central Indian state ol Hyderabad, 
which had a Hindu majority, the Muslim nizam had dreams of 
independence Irom both India and Pakistan. 1 hen there was 
lunagadh. what the historian H V Hodson called ‘the joker in 

the pack’. 2 . _ ,. . , , 

lunagadh was dose to the Western sidc oi Pakistan, and had 
a Muslim ruler. Bu. its fragmented territory was intcriocked wuh 
.hat of neiehbouring Hindu-rulcd States, and tts peoplo were 
mostly Hindu. Moreover, it contained the great Hindu pdgnmage 

Stepping into bis shoes in May 1947 as actmg 
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Shah Nawaz Bhutto. a poütician from Sindh activc in r Mm 
Leaguc of Mohammad Ali Jinnah, the fathcr of Rüdvtan Bhutto 
himself was the fathcr and grandfatber of tnr* later prnne mir- 
isters of Pakistan, Zulftkir Ali Bhutto and Benazir Bhutto) 
Bhutto kept in close touch with jinnah and had the Navab 
obey his advice to ‘keep out under all cimimstances unti .5' 
August. Then, on the day of the transfer of British powei the 
Government of Junagadh announced its accession to Pakistan 
Hodson believes jinnah never actuallv thought junagadh would 
be allowed to join Pakistan. The objective of the exereise was to 
set uncomfortable precedents for Nehru in the more pressing 
contest for Kashmir and perhaps Hyderabad If Nehru agreed to 
a plebiscite in junagadh, which he eventuallv did. it would help 
Pakistan’s case for a populär vote in Muslim-majoritv Kashmi* 

If the junagadh ruler’s decision was accepted, over the wishes d 
his people, the same could apph r in Hvderabad. If the Indian < 
simply marched into junagadh, protests against a simila: Pakistani 
use of force in Kashmir would be greatlv weakened. 

Nehru adopted the course of negotiation while throwing a 
military noose around junagadh in the neighbouring Hindu-ruled 
States, which had all acceded to India. Tvo subordinate territories 
of junagadh, the enclaves of Babariawad and Mangrol. were taken 
by Indian troops on 1 November 194, without bloodshed. 

Meanwhile, Indian nationalists began agitating mithin and 
without junagadh for the overthrow of the Nawab In Bomba> 
on 25 September, they declared an Arazi Hakumat' or Parallel 
Government under the presidency of Samaldas Gandhi a tclati\e 
of Gandhi who was editor of the newspaper \hndc Mataram. Front 
a temporary base in Rajkot, Gandhi kept in touch with supporters 
inside junagadh by human couriers simply walking across the 
open frontiers of the isolated state. Other nationalist journalists. 
including the editors of the Gujarati newspaper Janmahfuvmi in 
Bombay, called for volunteers to gather in Bhavnagar and othei 
cities close to junagadh for a non-violent Invasion. 

The students in the junagadh Vidvarti Sangh ihieu du. 
limited weicht against the Nawab also. Wo wen- tot. State, I to 
carrv out physical Sabotage like attacking powei Station*, '.tu. 
Vakharia. 'So our Sabotage consistcd of spreading lalsr 
to cause panic, and supplying Information hack u> the pnni»ion.i 
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gpvcmment. Wr used to send someone to Jetalsur or Jedpur 
the Indian union to pass on the Information.’ 

In Junagadh, as in many other parts of India, the partition 
steadilv developed a murderous communal nature. Two Muslim 
communities, called the Sodhana and Vadhana, had taken a 
militant position in support of accession to Pakistan and mounted 
big processions through Junagadh, threatening Hindus with ret- 
ribution if they opposed it. As it became dear that Pakistan was 
in no position to support the Nawab, Hindus turned on the 
Muslim minority and massacred whole communities in some 

outlying villages. - ,, j . . 

Food sh- *tages developed, and the Nawab s revenues dnea 
up. As his ac ninistration lost its grip, the Nawab decided the 
eame was up and made a hasty departure for Karachi, taking 
with him all the cash and negotiable assets of the treasury, ms 
family and many of his dogs (though his consort, the Begum, 
foreot her youngest child in the royal nursery and had to turn 
K collect the intat). On 8 November, after an earher 

Sng of «he Sta« füÄ 

"avX S cömpSe administrative breakdown, pending an 

honourable Settlement of incident on 

The Indian Army moved mto Junaga^ setded down . 

9 November, and the c° mI ^ communa l not breaking out in 
However, X^khana recalls a ce when SO me shoe shops 

Junagadh soon after ,n Lfatadi (Frve Shops Area) were 

belonging to Muslims at Panch H dh yidyarti Sangh 

looted try Hindus. bat their pmsence 

went to the area to pro 

was misunderstood by the Modh Bania and boardmg 

One of the students was af Kam Shah. «ho 

house companion of Dhirubto^ k ■ |unag adh forte 
had been born m ^nya and te ^ Qne of ^ to*» 
educaüon. He was arrrsted 'by ü P e vening. The leaders oithe 

and taken to the lockup early j n d thewemn^ d ^ the pol.ee 

S angh went tote to argu , Steh ’.'*£%%** in 

commissionei, name j^j showed a . 

Dh '™r /^Hrcommissioner to of 

argumg mth the P° on for two or ihrcc 

said. The arguments 
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us were thrcatened with arrest for obstruction of justice But we 
wcre dclcrmined we would not go until our colleagues were 
rcleased. Eventually they decided to let Shah go at midnight’ It 
was a debt Dhirubhai was to collect from Shah in controversial 
circumstanccs more than 30 years later. 

The people of Junagadh voted overwhelmingly to join India 
whcn a plebiscite was held in February 1948, though Pakistan 
never recognised it. Dhirubhai returned to his studies, and took 
his matriculation in 1949. \äkharia studied law and continued 
with his political activity, following Narayan out of the Congress 
Party into the new Socialist Party in 1948. On graduating in 
1951 he moved to practise in Rajkot and then Ahmedabad, and 
eventually came back into the Congress later in an active legal— 
political career. 

With his family still extremely poor, Dhirubhai had no such 
Option. On finishing high school, he had to look for work. At 
the age of 16, Dhirubhai was physically strong, and alreadv 
possessed of the persuasiveness that was to mark his later 
business career. 

It is tempting to look into the culture of the Modh Bania for 
an explanation of what his critics see as his ruthless business 
ethics and ‘shamelessness'. But many other entrepreneurs have 
also sprung from the same background in Kathiawar: most would 
shrink from the manipulation of the government that became 
part and parcci of the Ambani Operation, even at the cost of less 
success. 

The answer lies probably in the deep poverty that his family 
endured as the cost of his father’s devotion to a teaching career. 
While he also learned that life is a web of relationships and 
obligations, Dhirubhai was fired with an ambition never to 
become dependent on anyone or to stay long in somebody eise’s 
Service. 
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LESSONS FROM 
THE SOUK 


P är.y in th< 19 j0s, officials in the treasury of the Arabian 
-L/kingdom of 'lernen noticed somethingfunnv happening to 

.“‘‘ ed .. the nal was disappearing from cirrulation. Thev 

h ™ =, R t PP<: r ng C ° inS SOUth '° ^ Mdin g Port of Aden, 
ntrh colony and military bastion commanding the. 

entrance to the Red Sea and Southern approaches to the Suez 
Canal. 


Inquiries found that an Indian clerk named Dhirubhai 
Ambani, then barely into his twenties. had an open Order out in 
the souk marketplace) of Aden for as manv rials as were 
available. Ambani had noted that the value of the rial’s silver 
content was higher than its exchange value against the British 
pound and other foreign currendes. So he began buying rials, 
melting them down, and selling the silver ingots to bullion dealers 
in London. ‘The margins were small, bnt it was money for jam,’_ 
Dhirubhai later reminisced. After three months it was stopped, 
but 1 made a few lakhs [one lakh^= 100 000 rupees] of rupees. 

1 don’t believe in not taking opportunities. « 

Dhirubhai had gone to Aden soon after finishing his studies 
in Junagadh at the age of 16, following the long tradition of bovs 
from Bania families in Kathiawar heading for the Arabian trading 
ports or the market towns of East Africa to gain commerdal 

experience and accumulate Capital. 

A network of personal contacts kept jobs mithin the same 
community- Dhirubhais elder brother Ramniklal, known as 


15 
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Rumnikhhai had (*niu> i,. \ ■ 

•" ™ * r^r a ü dwa% wortdn * 

Frcnchman ns ned \» ( .. ' " 0 Pounded by • 

•roni trading in animal h ,1 •« T' " C had devrloped 

«MO Ihr b4«“tmÜ h "’ C, nM ' U:lw,vn ,hc world ™ 

cars, camer“ drcniral ",' t V . W Sea “**• *.g 

f °od Commodities t > botii Bt tH?™^. '' ’ 01 and 

Arab world and „,e Ho o “ d ^ in th ' 

Anothcr tiuiar.-u i M , * f “* as we " as to Ethiopia. 
joined Besse as i iuni ^* laUl ’ lrom tBe Porda district, 
™ Made a ^ of,8i "' 9 *> ^ 

Ird about 80 p,. r cem of dw '' - S thc com P an >' controi- 
Second World War Ü had 30 h h' S0 °” after ^ 

>«* own in ,he subsidilrv 1\2 SI 7 l " Ci « ht shi P* of 

short ly brforr his deatb at the aec of 7^ Vw Sl,CCessful: 

™adc a donation of 0 ne milli ? 7 A,Uonin Besse 

College in Oxford. * ” ' M ' nu ' s to cn dow St Anthony’s 

arid Rter. It employed ow WOOn"" *"*? ° f his sons ’ Ton y 
were Gujarati, hirech« 7,1' T PC " ple -' jf about 3000 
Sushrcl Kothari wem to work for b"'" Management, 

in Saurash,ra, in a rrol „f , 4 “l ^ Wall *hipur 
Rajkot. Besse «ru t« Indh n T"* '** aher intervi ™ 
While not paid mtrly a tZch ^ he "«-W. 

enjoyed a Standard of livine th ' l "0|Han expatriates, they 
fron, the British cdlT®, ‘^ P^'od.cally rlrew complaints 

general ly On one occasion. Tbn^R^Tad^oldd' : ’ S " P 

*«r. **" ;r.“r - f- » 

a word for bim will, Maeanbbai Fhtrl n^T- Ramni , kbhai P ut in 

Po,da, l’atel invited l .hfn b j, to l?^ T ^ 

• K/ r t • Dnai t0 comc °ver for an interview. 

My f„st Impression was his way of walking/ recalled Batel. 

inutating a heavy, deciswe footstep. 'It was as if time was short 
and he had to get ahead, to rcach a goaf Ihtrl asked hitn to 
read lrom The hmn oflndia and then write a summary in fnelish, 
a terst Dhirubhai [>assed satisfactorily. 

He was hired, and soon after arrived bv steamer in Aden A.s 
Susheel Kothari notes: 1 Fhe first sight of Aden is always a shock.’ 

1 he oil-filrned blue w'aters of the port are backed by steep crags 
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of daik-b)own rock, rcninants «f an uld volrano, with no sign r,f 
Vegetation. 

Aden had flourished in Roman times tu» a way Station on 
trading routes between Egypt an<l India. T he opening of thi S it /. 
Canal in 186^ revived its importancc, and it betaute a rnajor 
coaling port for European shipping 1 o Asia and AustraC-ja. Front 
its occupalion by a detachment of Indian sepoys sent by the Ear,t 
India Company in 1839, Aden had bcen an important Jir,/ ir 
the ties of Britain to the Indian Raj. Until 1937, when it w&< 
put under the Colonial Office in London, the territory . 
administered from India. The Indian rupee circulafed as it:, 
currency until it was replaced by the East African Shilling in 


1951. 

The outpost had been a punishment Station for Britj - < 
regiments deemed to have shown cowardice or other offenem 
against discipline while in India. As one of its last govemors, 
Charles }ohnston, noted in a memoir, it had been ‘the dumpjng 
ground, even as late as between the wars, to which regiments 
sent officers who had got themselves into matrimonial diffieui- 


jes ’. 2 . ; 

The colony also became the entrepot for the Red Sea and 
dorn of Africa, where deepwater ports were few. Cargoes of catde 
lides ro h e aromatic gums and pearl shell were brought to Aden 

Direhm ^ J h °”“„“„« 1 k7wtre sMp|*J b.tl 
rommodities the b j p lane S of the Royal Air Force 

Between the world w . hj nning the villages of anv 
<ept the hinterland quict V t( s s i m .] ( i c f bullets, the 

rnruly Yemeni tribesmeru histonan of British 

Tuddieman trade "ounshed _The 

•ule in Aden. R. J. Gavm. noted. 

. ( a hicrdfclw of brokers fron» the head 

Aden indeed consisted o * ^ trkm>n ol child who offcrrJ 
of forcign (im>s to «•* Speculatms. hon.h ■ 

bis lalxrut or hawtu d m ^ an( | toodstutt |»mo-' 

z&zz . . 

dampenrd ihr etf«, of . ^-j.l Icadershif 

„J Which induded a . nhntc and o(h<. hx. 

^ - .. - 

sf> |i<Lu«t>r& tormec 
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Adens economy dcvcloped rapidly after the Second World 
War. hut its business milieu still had some of this character when 
Dhirubhai learnt his basic techniques in the 1950s. 

The spur to Adens growth was the decision of British Petro¬ 
leum to build a new oil refinery in Little Aden, another crater 
jutting into the sea across the bay from the main town. BP’s 
existing refinery in the Gulf port of Abadan had been nationalised 
b\ a new Iranian govemmertf. The refinery employed up to 
1 1 000 ^oikers at any one time during its construction over 
Oien had a permanent staff of 2500 housed in a 
comfortable village. This sparked off a construction boom which 
saw Aden extend beyond the wastes and saltpans of the causeway 
hich had been kept clear for defensive reasons in earlier times. 

Later in the 1950s, the British began concentrating Strategie 
reserve forces in Aden from other bases in the Gulf and East 
Africa. Bv 1964. Aden had some 8000 British military personnel 
plus dependents—and their demand for housing kept the con¬ 
struction activity going. Aden’s population grew from 80 000 in 
1946 to 138 000 in 1955. 

It became a more modern economy, and airconditioning amel- 
iorated the hot humid weather in the midsummer months. But 
it retained many exotic features, including the daily inward flight 
by Aden Airways of the mild narcotic called qat. From a hedge- 
like bush in the mountains of Ethiopia, the qat leaves had to be 
consumed fresh and were delivered to consumers in Aden within 
a few hours of plucking at dawn. ‘It is not medically harmful, 
so far as can be ascertained,’ noted Johnson, the former govemor, 
‘although if taken in excess it lowers the appetite and produces 
a characteristic green-faced, cadaverous appearance. M 

Just before mass air travel arrived with the first passenger jets. 
Aden overtook New \brk in J958 to become the biggest ship- 
bunkering port in the world. As well as for cargo shipping and 
tankers, it was a refuelling stop for elegant liners ot the P & O 
and Orient Lines as well as crowded migrant ships taking lt.ihan> 
and Greeks out to Australia. 

Disembarking tourists, brought ashore in launilus (, om 1 u 
ships moored out in the roadstcad, werc immediatcly surroumc«. 
bv desperate Arab and Indian salesmen and touts, °tniig c k. [ 
cameras, fountain pens, transistor radios and tooli d-U - lt u 1 ,u 1,1 
After making their purchases and taking a quick ta\i ,(HM ari 1 
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thc arid town, rnost wen ol-wi i» i i 

and M'c iirily. Aden ’ «" '™ k "/ ,heir «’ * ° «*"« 

al Itt nakrd d,.s|,l.,y „I "I- '"' «MH 

. A . , , b 11 ,n, litary and commen ial sdf-inter 

^ 7 & ^ r **«»*««* 

v y * ,<> merchantj of the world, In- they South 

Yenem or forr 1R n, while the peoplc of its himerland watchcd 

w>i ljcalousy and poverty-stricken eyes from beyond its gates 

• • • 


Rnt f.)r tlu yo.ing Gujaratis hired by Besse &. Co, Aden tvas 
a mk of paradise and most recall their days there with great 
alfcction ; ;id noslalgia. ‘We feit it was heaven,’ said Himatbh^i 
jagani, a Io ’ner Besse employee who had been born in Aden, 
the fifth gcnciation ol bis farnily to live there since (heir original 
m.igration Irom Gujarat early in thc 19th Century. It was tax free 
virtual ly, and wc never saw an electricity bill or rent bill tili we 
left. For Id of us in our mess wc paid only 400 Shillings a month 
for food. Wc could save about half our salary. It was very 
comfortable—we all missed that life.’ 

Home leave of three months came after 21 months straight 
work in Aden or at one of thc Besse outposts around the Red 
Sea. The Besse employees went homc with their savings to spend 
hy P & O liners like the Chusan or Caleäonian, sometimes by 
Flotte Lauro of Italy, and if nothing eise, India’s Moghul Lines. 

While most of the British residents lived on the slopcs above 
Steamer Point, socialising at the Gold Mohär beach club nearby, 
the 15 000 Indians clustered in a few strects of the Crater 
district—Sabeel Street named after a refuge for stray and injured 
animals set up by fains and Hindus, Danaraja Street, and Beneem 
Street, named for the prosperous^Jewish trading community that 
oncc thrived in Arien and Yemen. The Besse &. Co bachelors 
mess occupicd four or five buildings nearby in Aidroos Valley. 

The Crater had all thc fcaturcs of the Orientalist watercolours 
that adorned European drawing rooms at die turn of the Century 
as described by Governor Johnston: 


Indian me re ha nt fatnilirs, die women in saris, the men in their 
white jodhpur-ifh get-up, arr tnking thc air, iinmac ulate after 
die sicsta. Wc drive around a markrt Mjuarr with Iruit glowing 
on the stalls, and enter a narrow Street fairly l>u//ing with 
exoiii life- -pastrycooks, water-selleis, colfeemakro. carpol 
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menhaiUs, all th< ’1 figures’of thc Oriental bazaar—and 

nervading thc ‘nng a strong bot smcll of spiee t 

The various expal nate communities lived in their own s<K ial 
circles, where, in the way of ‘hardship posts’, afuchments w p» 
strong and recalled with nostalgia in later life. The Hindus fron, 
India were probably liked the least by the ’ool Arabs—t.o whom 
Muslims from India and Pakistan complained about Jndia’s iitcor- 
poration of Kashmir and Hyderabad—but filled a p.eed for 
white-collar staff that Aden’s schools could not -meet, and had 
their own social circle tocr? 

While bis brother Ramnikbhai \vorked in the autcmolive 
division, Dhirubhai was assigned to the Shell products division 
of Besse. As a newly arrived youngster he created an early splash, 
literal ly, by taking a bet while out helping bunker a ship in the 
harbour that he could not dive off and swim to shore. The prize 
was an ice-cream party’—which he won, by swimming through 
waters that had seen occasionai shark attacks on s wimmers 
outside the nets of its beaches. 

As he developed more familiarity with the trade. Dhirubhai 
was sent to market Shell and Burmah lubricants around the Besse 
network, visiting traders in French Somaliland, Berbern, Hargeysa, 
Assem, Asmara (Eritrea), Mogadishu (Italian Somaliland), and 
Ethiopia. Some places were not accessible to steamers, so the 
Besse salesmen would travel by dhow, the tvaditional wooden 
sailing vessels of Arabian waters. Lodgings would be extremely 
tough, and the foou difficult for the vegetarian Gujaratis. 

Dhirubhai was outgoing, robust, and helpful to newcomers. 
1 le was physically strong and proud of bis physique. The other 
young men tended to be bashful about nakedness in their shared 
bathrooms, and a common prank was to vvh ip away the towels 
thev wrapped around their waists while Crossing the living space 
•n die mess. Dhirubhai would walk around without hiding behind 
ton eis. 1 lis solid footsteps could be heard from a distance, and 
ms colleagues soon started calling him *Gama’ after a famous 
huhan pthelmn (wrestling Champion) of the time. Navin Thakkar. 
ä lormer colleague at Besse, remembers that Dhirubhai taught 
•tu to swim by simply throwing him into the sea, at the 

to down near the Aden dockyard where they 

° 'Jn Saturdays and Sundays. 
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Dhirubhaidelighted in stirring up pandemonium. Old col- 
Icagucs descnbe ,t as bichu chordiy« ,,r 'letting loosc a scorpion. 

e IS a a i ity, somc of his old colleagues dcsoribf 
Dhirubhai as a dark character'—not just because of the darkish 
skin he mhented from his fathcr-but for thc ambition and 
nsk-takmg he hardly concealed. Ramnik was more or less a 
saintly man, said one ex-Besse colleague who later wem to work 
for Dhirubhai. 'Dhirubhai was a daring one. He was already 
3 u!" 8 1 business and not to remain in Service.’ 

n rv*^ 3 ' S Career w ' t *' " r as progressing steadily, and tlie 
Shell Divisen was one of the most jrapidly expanding arcas of 

Company bus iess. By 1956, when the Suez War broke out after 
Egypt’s President Nasser nationalised thc Suez Canal, TNrubhai 
was managing the Shell refuelling Operation at thc Aden military 
base. He was also able to observe construction of the BP oil 
refinery in Aden, gaining an early msight into the production 
linkages of the p>etroleum industry. 

ln March 1954, Dhirubhai married at the age of 22, in a 
match arranged by his mother (his father had died in 1951) but 
which Dhirubhai himself had supervised. His Partner was Kokila 
Patel, the daughter of a postmaster in Jamnagar, the port on the 
westem side of Kathiawar. Her family was not particularly 
wealthy, so it was not a finanrially advantageous match for 
Dhirubhai. But ‘Kokilaben was also a Modh Bania, as the strict 
caste endogamy of the time demanded and her character com- 
plemented that of Dhirubhai, a solid home anchor very much 
grounded in traditional values and religious piety 

Although he was doing well, Dhirubhai was far from happy 
with his position as an employee. ‘I saw in him he was somebody 
that was different than others,’ redSUs M. N. Sangvi, who worked 
alongside Dhirubhai in the Shell division and later went to "work 
for him back in India. ‘I could see he wanted to make something 
of himself/ His room-mate Susheel Kothari also remembers the 
ambition. Right from the beginning he was determined to do 
something big,’ Kothari said. ‘He was never comfortable in 
Service. He was a born businessman/ 

\icor oifice hours, which finished at 4.30 in the aftemoon, 
Dhirubhai would invariably head for the Aden souk. Initiallv he 
( ust watched the Arab, Indian and Jewish traders in action. laft*i 
he began taking positions in all kinds of Commodities, pimicularh 
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rice and sugar. in gambles against rises and falls in priccs at time 
of delivery Doing business on one’s own account was strictly 
forbidden to Besse employees by the terms of their contract, and 
his older brother Ramnikbhai disapproved, so Dhirubbai would 
simplv say he was ‘studying the market’. 

Dhirubhai made some profits, and learned the fundamentals 
of business and money But he also made some near disastrous 
mistakes which almost wiped out his Capital. On one occasion 
he suffered a tight financial squeeze when an incoming cargo of 
sugar was damaged by sea water and his customer refused to 
accept delivery. Pending settlement of his insurance claim, 
Dhirubhai had to pass the hat among Besse colleagues for loans 
to bail himself out. 

One particular ally was a Besse employee named Jamnadas 
Sakerchand Depala, a relative by marriage, who lent Dhirubhai 
5000 Shillings on this occasion. Depala was close to Dhimbhai 
and the two usually had lunch together, even after Dhirubhai 
had married. It was an odd relationship, another attraction of 
opposites. Depala was not a worldly man and lent money again 
to Dhirubhai for his ‘market studies’, but had a strong influence 
nonetheless. ‘Jamnadas was morally in control of Dhirubhai,’ said 
Susheel Kothari, who had been in the same bachelors mess with 
Dhirubhai. ‘If Dhirubhai was drinking too much, no one eise 
could stop him. He’d just swear at them. Kokilaben used to call 
Jamnadas and Dhirubhai would listen to him.’ 

According to one Version of events, Jamnadas made consider- 
able sacrifices for Dhirubhai. One one occasion, so this story 
goes, Jamnadas and Dhirubhai were reported to Besse manage¬ 
ment for their private deals, and got suspended from Service. 
Jamnadas took responsibility and resigned from Service, allowing 
Dhirubhai to complete the seven year’s Service that earned him 
the right of residence in Aden. 

Another story told by ex-Besse Staff is that, after leaving the 
Company, Jamnadas continued to invest in rice and sugar deals 
inasterminded by Dhirubhai, and lost heavily, to the point of 
losing most of his Capital. Jagani remembers Jamnadas Ix'ing verv 
depressed’ around 1961. Whatever the truth of this, Dhirubhai 
continued to act as though he was in debt to Jamnadas. Some 
years later, Jamnadas camc back to India and was given a shop 
selling textiles for Dhirubhai. After a while Jamnadas stopped 
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(nl1) in|' to wnrk, InH I Xiinibhai saw that liis salary was paid until 
hli dralh In 1987. 

| )ltiru1>hai left Aden in 1958, with his seven years scrvice and 
iijdn ‘>1 rrsidency as a fallback, to try his hand in business back 

In Indla. 

Ihr housr of Besse lasted only another nine years, as long as 
Itftii*.lt mir m Aden, which was being croded by the sandblast 
o( pan-Arabic; nationalem. Sonne of the transistor radios sold at 
Steamer Point found their way to the villagers of the ttmen 
hintrrland, who pickrd »p President Nasser’s messagc of Arab 
nationalism through Radio Cairo. Resulting h.t-and^run atlacfo 
Iry ,iv;«l liberal >on fron« made Aden unsafe f<.r ^«nersjnjhe 
Jcond half ol 1967, British forccs puD mt ° “ ^ 
tightenmg penmeter unt.Mhe_ ^ ^ ^ Noyember 1967 . 
(optrr tf> a naval task for National Liberation 

The territory fei! uncondmonaHy. to theJVaüona^ ^ 

I ront. II applied HS hat* ”^ a | ising m ost foreign Companies. 
'% r r, ;l M '" y *" hc Suez Canal in the 1967 Arah-lsrael 

Hy then ihr <“’ jn (xisiness. Racked by periodic coup 
wai had eilt Aden f> ’ Vrmcn the new state of South 

... and «.irs w " h h i" kw ,i C r’and luven for irorroa- 

*.. ■ »'• ""trü-v ,««■ ... 

ttonal.terrorist*—a n, ° 

first subdued. 7 . Companies appropriated by the 

Beste t* Co was amoi g ft AncCt former director Iec 

new rrgimc. Protn retiremrn tra ding empire • • of 

19 sm- .. in 1996 ÜU. ' « “people's Democrat.c 

fallier collapscd <«>' 1 " „„(hing is left ’" 

Republic” governments. I«>d > 
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A t the end of 1958, Dhirubhai returned to India with his wife 
Kokilaben and first child, a son named Mukesh. They were 
expecting their second child (another son, Anil, born in June 
1959, to be followed by daughters Dipti, born in January 1961, 
and Nina, born in July 1962). From all his years with Besse & 
Co and all his evenings ‘studying the market’ he had accumulated 
savings of just 29 000 East y\frican Shillings—then worth about 
US$3000—which, as his Besse colleague Susheel Kothari had 
reminded him, would be just ‘chutney’ back in his homeland. 

D tirubhai was determined to go into business on his own 
account At first he looked at Rajkot, the port city in his native 
Saurashtra facing the Rann of Kutch. Krishnakant Vakharia, who 
was then practising law in Rajkot, remembers that Dhirubhai 
came to visit. ‘He was toying with the idea of a uealership in 
automobile spare parts there,’ Vakharia said. ‘I had a nriend who 
was doing just that, and who was not doing very well. So I 
advised Dhirubhai that he should not go into this business, and 
instead of Rajkot he should go to Bombay’ 

At Dhirubhai’s request, \&kharia accompanied him down to 
Chorwad and stayed there a fe% days while Dhirubhai sounded 
out friends and acquaintances about ideas and help. He found 
support in the family of Chambaklal Damani, a second cousin 
(Dhirubhai’s grandfather and Damani’s grandmother were 
brother and sister) who had been working in Ade » for family 
Companies at about the same time that Dhirubhai was there. One 
business, Madhavas Manikchand, had imported textiles and yarns 

24 
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iPEnts 

(nJu, ran a transit business into Ethiopia, a/>d held the 
lor Bndgestone Tyres. The othcr, Andeijee Manekchand 
us häd irr.ported textiles from India and [apart V/hen 
v, Dhirubhai had used the names of these firms dur.r? 

ti ifter-hours trading. 

Pamani’s fatlier, Madhavlal Manikchand, had dosed his buri- 
in Aden and Ethiopia on retiring in 1957, and decided r c 
Rupees (Rs) 100 000 into a trading business c or his sor. and 
ubhai in Bombay. Vakharia saw the agreement conduded in 
presence, and retumed to Rajkot 

Dhirubhai and Chambaklal called their new business Reüance 
: -nimereial Corp. The first office was a room of about 350 
rjare feet in Narsinathan Street, in the crowded Masjid Bar dar 
tritt of Bombay It had a telephone, one tabie and thiee chairs. 
!f the tvvo partners and their initial two employees were all 
■sent, someone had to stand. 

At. first, the business traded spices back to the partners 
contacts in tue souk of Aden—bete! nut and Curry ingredier ,— 
and stiipped sorne cotton, nylon and viscose textiles to Etr. p- 
Somaiia and Kenya. Bat local contacts led them qiAkly mtot fae 
netic and potefftially profitable busmess or tradmg synthetK 
varns— one of more ttan 60 Commodity maritets «mng; aU of 
India that were located in Bombay neariy ah o. th«n mn b> 
ou,,,*, Th« k#« 

“ 3 fcllow *w* m wfh^Ahd DhTubhai's ulmW «!*«• 
Su,Jmrtle.warü ("the son of si$tef) * 

At the tiny Masjid Bandar ^ They 

a team that stayed with him k> } had also 

induded Meswam, older Nathwarlal (Nathubhai) on 

retumed from Aden, younger brother INatn mates ^ 

completing his education, and two M aro ttambhai Doshi. 

Junagadh named Rathibhai Much a acquaintances Itoth 

Dhirubhai also enlisted the et h who had been a deaier 
Aden, including Liladhar jo vrhanee in Yemen. Burma an 
in textiles, coffee and foreign e a lone the way) betom ^ 
Aden (suffering several ban ^ < e . er ^ Bombay in the 1 - 

tling back, as » fOTPS" “ ^"feaniliar f-gure around the 
Dhirubhai quicklv becam 
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ot Pydhonie, thc synthetic yarn trading district of Bombay where 
Gujarati merchanls then did thcir business sitting on spotless 
white canvas gaJiii floor-coverings, entering trades in compcndi- 
ous ledgers, and consuming endless cups of tea thick witb sugar, 
spices and hot milk. From late moming until about 4 pm, 
Pydhonie was busy with trading as dealers made forward trades, 
trying to guess the future price of yarn of tbis or tbat micron 
size. ' 

If cotton and silk had been the materials of India’s textile 
industry right from the pjd handloom days to the industrial looms 
of the early 20th Century, bv the 1950s the industry and its 
consumers were hungrv for the artificial threads created by 
modern Chemical Science. Nylon, viscose and polvester were 
cheap, hardwearing, quick-drying and creaseproof, and could 
imitate both cotton and silk. 

The problem for yarn dealers at Pydhonie was not usually to 
find buyers but to secure supplies. The rightening of industrial 
Controls and import quotas since Independence had choked 
supply of these ‘luxuries’ as the economic Brahmins of New Delhi 
channelled national resources towards new complexes making 
Capital goods such as power stations and Steel mills—what Prime 
Minister Jawaharlal Nehru called the ‘temples of modern indus¬ 
try’. 

India had one viscose factory owned by the Birlas, and one 
government-owned nylon plant. The first polyester fibre plant 
did not open until the 1970s. These domestic fartories supplied 
only a small ffaction of local demand from textile weavers. 
Smugglers supplied some of the demand, bringing in yarn by 
either misdeclaring cargoes at regulär ports or simply running 
small ships to the numerous creeks and beaches of India’s west 
coast. Made-up textiles were also smuggled as well, via Dubai or 
Singapore. Indian visitors to Japan’s artificial textile Industries, 
then in their great postwar expansion phase, recall seeing vast 
production of sari-length material, for which officially there was 
no open market in the subcontinent at all. 

The other source came from the strictly controlled import 
licences given to registered exporters of textiles, allowing import 
of raw materials worth a certain percentage of their export 
earnings. Like many others, Dhirubhai realised that these import 
or ‘replenishment’ licences (known as REPs) were as good as 
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eve n though some of them were offietolly not t nt.-.',' n 
Imports had to be made by thc 'actual uscr' of ihr 
,v lV ing higher matgins than any other traders, I )hb mM.,.» ' 

■me the main player in the market for RU' iiu’tu.r'. fr* 
T ins were tiny in the trade itself—but his dominant Mv/ y .> 
~' n the position of being able to turn on and off tuvO </ 
s( ,pp]y of yarn into the Indian market. 

Suresh Kothary, whose famlly busincss was Import ing agr rt 
f or Pu Pont prodücts including textile fibres, Chemicals and frft% 
m 1958 to 1993, and also active in yarn trading, rrmernV r. 
( i rS t meet’ng Dhirubhai in 1964 at thc Masjid Bandar o fr/* 
hirubhai would often drop by at Kothary’s shopfror.» 
vdhonie thcreafter, lounging on the white cotton maUrev: and 
Jrinking tea or coffee. They were in effect rivals, as Dhirubhai 
„ostly imported his yarns from Asahi Chemicals in Japan or Ital 
Viscosa via a long-resident Italian businessman in Bombay a Dr 
itossi, while Kothary handled onjy the Du Pont product from 
die United States and elsewhere. Dhirubhai was a sporting rival, 
Kothary said: ‘He would always say: “This is what I’m going to 
do. boy!” Whenever he Fights an enemy he goes in the open.’ 
Mot everyone in the Bombay textile trade would agree. 

Kothary and many others in the Pydhonie market remember 
Dhirubhai’s Intervention in a market crisis in the mid-1960s 
whcn spiralling textile prices led government authorities to crack 
down on ‘speculation’ in the yarn market by banning forward 
trading, and then arresting traders found to be continuing the 
practice. ‘Consumers must have complained to the government 
about fluctuations in prices—some people, about a dozen, were 
arrcsted in the market,’ Kothary said. 

The trading community was despondent as their colleagues 
languished all day in the cells of the Picket Road Police Station. 
Approaches to officials by the Bombay Yarn Markets and Exchange 
Association got nowhere. Then, late in the cvening, Dhirubhai 
arrived like a storm at the police Station, shouting greetings to the 
senior officers, and handing out snacks to everyone. Within an 
hour, all the arrested traders had been released, and the complaints 
a gainst them shelved. Kothary can only guess at Dhirubhai’s 
Intervention. ‘The usual—India!’, he said. 

Dhirubhai also emerged as saviour of the market when an 
c\ en greater supply crisis occurred in 1967, Kothary recalled. On 
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a report that ‘actual uscr’ import Jicences had been traded and 
misused, d\e Customs authorities in Bombay under the then 
Assistant Col!ecto r , a Mr Rainchandani, impounded all incoming 
cargoes of artificial fibres. The government insisted that whoever 
imported tbc yarn had to be the manufactnrer who wove u into 
cloth. 

According to Kothary, about 40 million rupees (then about 
US$5.3 million) worth of varr/was seized. Many traders then 
defaulted on loans taken out to cover the imports. The entire 
artificial textile market was paralvsed. ‘It could have made us all 
insolvent,’ Kothary said. ‘This is vvhen I came very closely in 
touch with Dhirubhai. It was he who saved us all. We foüght for 
about six months. J used to go with htm to lawvers dav in and 
dav out. We went to Delhi to see Morarji Desai [then finance 
minister]. That was the time I could see he was a wizard. He 
used all the ways and means.’ 

The crisis ended as quickly as it started, ostensiblv after a 
one-day hearing of the importers’ appeal in the Customs, Excise 
and Gold Appellate Tribunal under Justice Oberoi, who found 
for the appeal. Kothary indicates that an agreement engineered 
by Dhirubhai was behind the judicial Settlement. The detads are 
not revealed, but presumably come under the category of ‘That’s 
Jndia!’ also. 

On their move to Bombay, Dhjrubhai and his young familv 
had moved into an apartment on the 3rd floor of the Jai Hind 
Society building in Bhuleshwar, a very crowded disu ict of shops, 
markets and residential tenements in the central pari of the city 
The building is what is known as a chawl in Bombay: numerous 
small apartments, often just single rooms, opening on to open 
galleries around a central courtvard which is set back from the 
Street behind commercial premises. Quite often the toilets and 
washing facilities are shared at ground level. 

Later accounts of Dhirubhai’s early career often paint this 
home as Dicjkensian in the extreme. The flat, since bought by a 
later tenant. had two small bedrooms, a living room, kitchen and 
internal bathroom in 1995. Vhkharia, who used to visit the 
Ambanis for a holiday each Christmas from 1959 to the late 
1960s, remembers it being ‘quite luxurious’ compared to the 

single rooms many Gujarati families had to occupy in Bombay 
at that time. y 


Scanned by CamScanner 



CATCHING live serpents 


29 


Wen so, Dhirubhai and his young family, cventuallv tx* u 
tw0 giils, Hved austerely in surroündings «hat wcre 
, and dirty- The *W «M*. Mukesh and Anil wh ' tf , , d ' 
„aay management of the late 1980s, may hlw 

-.»1 - ngineenng degrees and MBAs from American Sa 
M their lean early years gave them a hungry ambition unusuai 
in «he second generaüon of a successful Indian business famik 
As his conndence grew in his Bombay success, Dhirubhai 
devcloped his taste for ‘letting loose a scorpion through practical 
jokes and whimsy. Vakharia recalls that when he visited Bombay 
with his neu- wife for the first time in 1959, he and Dhirubhai 
wert invited - ^me by their senior mentor Mathura Das Mehta, 
Mehta $ wife served the young men mango juice, and kept 
insisting on refilling their glasses. ‘Dhirubhai whispered: “Let’s 
do some mi schief/” \fokharia said. The two asked for a fourth 
glass, and kept then accepting more/ After more than a dozen 
glasses each, the Mehta kitchen ran out of mangoes and a servant 
had to be sent to the market to buy more, which were all düly 
consumed. The Mehtas continued to be friends, ‘büt they never 
invited us back for any lunch or dinner at their house’, Vakharia 

said. - ' .v-V" , ' ,v ,c 

Each year, Dhirubhai would make it a point to play an April 

Fool's joke upon an elderly employee named Ghulabchand, an 
old associate from Aden. For all his experience, Ghulabchand 
never failed to fall for it. On one occasion, Dhirubhai announced 
that everyone was invited to dinner across town at an address_ 
at Mafatlal Bath. Ghulabchand was senk jn a taxi with Vakhana 
and another member- of the office, Ramanbhai. At Marine ve 
they stopped Outside a building, and Pätel went in to !°ok foi:a 
fourth member of the group. Afte/l5 minutes waitmg, 
also went in. Ghulabchand eventually gave them all up andtook 
*e taxi to Mafatlal Bath, where he found no one. On re g 
home, he found Dhirubhai and the others eating a din ey 

had notified Ghulabchand's wife to prepare. 

Vakharia recalls another prank m 196 . Rombav for 

War was on, ai)d a blackout had been m?P°^ dhirubhai 
fear of naval and air attacks by fWdstan. Ab 0 “* ,„ W tw0 drove 
** “Let’s go out and take a round of the a*™ a t 

:,r ound the dark' Bombay, with D iru Landing out small 
«adblocks that he was on official busmess and handmg 
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tips of ten rupees or so. 'He got saluted all the way,’ sakl Vakharia. 
‘On the way back we saw some lights in the Japanese consulate, 
so Dhirubhai w r ent in and told them to douse the lights/ 

On yet another occasion, around 11 pm on a cold winter 
night, Dhirubhai announced an immediate picnic. The cook was 
told to assemble supplies, and Vakharia and the famify piled into 
Dhirubhai’s car. Another dozen firiends were telephoned and told 
to rendezvous in their cars. ‘We were not told where we were 
going/ Vakharia said. ‘We ended up at Rajeswari, about 50 or 
60 kilometres from Bombäy at about 3 am. The cold was very 
severe and we went to a dharamsala [pilgrim’s lodging] at a hot 
springs resort. It was meant only for sadhus [ascetic Hindu holy 
men]. Dhirubhai said we would all sleep there. After half an hour 
we were still shivering and Dhirubhai got up and lit a camp fire. 
When the sun came up we had tea, and a bath in the hot springs, 
and cooked kedgeree on the camp fire. We told jokes and sang 
songs, and didn’t get back home until late in the aftemoon/ 
Dhirubhai’s fast pace caused a rift with his partner Cham- 
baklal Damani in 1965. According to Vakharia, Damani preferred 
to trade with great caution, leading to constant tension with 
Dhirubhai who was a risk-taker. The final rupture came after one 
clash when, at Dhirubhai’s urging, Reliance built up a large 
holding of yarn in the expectation of a price rise. Damani 
pressured Dhirubhai to cut back their exposure. So Dhirubhai 
sold the yarn stockpile—to himself, in secret. Two or three weeks 
later the price of yarn shot up and Dhirubhai made a killing. 
‘Later Dhirubhai told Chambaklal: “I am prepared to share profit 
with you,”’ Vakharia said. ‘“But in future if you do not know 
the business do not intervene.”’ 

Many others among Dhirubhai’s ex-colleagues and trade 
associates also believe the partners were incompatible. 

‘He takes so much risk that people fear something will go 
wrong,’ said Vradlal Depala, who knew Dhirubhai in Aden. ‘But 
the risks are all calculated. They are not blind risks.’ 

Vbu mav be a co-passenger in a car with me, but if you don’t 
like my driving you might be a little fearful,’ said Manubhai 
Kothary, a leading Bombay textile exporter and longtime Presi¬ 
dent of the Silk and Art Silk Mills Research Association. 

Someone advised Dhirubhai’s partner that he had made 
suffident money and now should come out,’ said Susheel Kothari, 


Scanned by CamScanner 


CATCHING UVE SERPENTS 31 
,!u- cx C f ^sineTs t e cTtchinPl Wh ° fe WOrked for 

v ,,ibhai s business is catcnmg live serpents.’ 

( h.qmbaklal Damani himself will say only that ‘We apreed tn 
(1 .parate willmgly or that We just became separate as a friend' 
Bu t he agreed that the verston given by Kothari and others about 
üfferences over commercial risk weie ‘to some extent true’. 
namani went into trading in a new Company while Dhirubhai 
,, n a bis brothers paid some Rs 600000 to buy him out of 
Relian ce - Soon after, Dhirubhai moved the office to bigger prem- 
ises in the more central Court House building at Dhobi Talao, 
nalT ,ed for the laundrymen who originally worked in the area. 

After ten years at Bhuleshwar, in 1968, Dhirubhai moved his 
home out of the chawl to a more comfortable flat in Altamount 
Road, one-of the city’s elite areas on a hill overlooking the 
Arabian Sea. Fond öf driving fast, Dhirubhai had first bought a 
fnt car, and then moved on to a Mercedes-Benz. Later, in the 
1970s, he indulged a taste for flashy automobiles by acquiring a 
Cadillac, one of the very few in [fhe counttyithen or since; Friends . 
remember him as a dashing figure, the süj^i^r dark skin inherited 
j- rom his father (the only such characteristic, some say) offset by 
. white safari suit, the hair slicked back into a duck’s tail. For a 
wltile he put on weight, and then trimmed down by taking 
vworous dawn walks along the threc-kilometre sweep of Bombay s 
Marine Drive, enlisting friends, colleagues and netghbours as 

ZChin^ vear of Splitting ^ 

Reliance into textile manufacturing g* “ 

to locate it in Ä 

a new industrial estate deveiope ty Habad. Vbkharia had got 
mem at Naroda, on the fringes o . ^ Mehta , t0 approve 

a contact, state minister for indus ^ farmers owning 

:i ' e purchase, and by a further stro ° were willing to seil. 
S0l »e 100 000 square metres of ad|ace_ four knitong 

Dhirubhai had a simple faetory budt, .ns 
"Whines. and appointed his brother as plan 
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Dhirubhai was again lucky in that, around thia time the 
British Md on Aden was becoming tnore Knuous Even ahead 
of the British withdrawal in 1967, foreign nauonals feit threat- 
ened by the msutgency mounted by the R-ople s Liberat.on^ ^ 
Many of the Indians working for Besse & Co deci 
to go home. So Dhirubhai had a ready-made source of educated 
managers, accountants and salesmen, drilled to European - 

The word went around that Dhirubhai would find jobs for 
his old colleagues. and a dozen old hands from Besse & Co 
accepted his offen Most stayed lor the rest of their working 
careers, with the last few being retired from sem« • management 
positions in 1993 in a deliberate move bv Db hai’s sons to 

rejuvenate the Company s leadership. 

None of them knew very much about texi.ik production, 
howTver. and it was a case of leaming by trial and error. All of 
us were new;’ recalled M. N. Sangvi, who left Aden in 196 1 and 
immediately joined Reliance. ‘It was very small, only about 20 
people in the whole factorv; about five or six from Aden. Nobody 
was familiär with textiles, and after 15 years in Aden I was not 
knowing anythmg about India either. The first two vears, 1966- 
67, was a very hard time. 'The product had to be established. 
We worked from moming to late evening. Dhirubhai was very 
encouraging, and we had a family atmosphere. The emplover- 
employee relationship was not there. He put a lot of trust in us.’ 

Susheel Kothari. who had ietumed Jhom Aden in 1966, said 
that at one point in 1967 it appeared the mill ould have to 
dose down because Reliance could not seil the clot-h it was 
making. Dhirubhai told Kothari that if the factorv had to shut 
down he shouid do it gradually and see that no blame attachcd 
to his older brother Ramnikbhai. But the Aden hands rallied. 
After putting in a full shift at the factory in Naroda, from 7 am 
to 3 pm, thev would spend the aftemoons and evenings touring 
markets around Ahmedabad trying to persuade shopkeepers to 
stock Reliance fabrics. were determined we shouid not fail,’ 
Kothari said. 

Dhirubhai'worked everyone hard, often calling his managers 
in Naroda at 6 am ffom Bombay before thev started out to work. 
They were expected to soive problems on their own initiative 
Dliirubhai himself set the example. Suiesh Kothary recalled one 
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one 
placed 
across m 
te on 


inr.ifJc-nt when spare parts 

' nachintS 81 Öhirubhaj Ä y n< ^ imp^ted 

-.rrmany, and tbcn dfccovemd ,L C <' 3m ^ in from 

" P Ahmedabad. Hr ^ ,t| k*s wcre available for 

,be pari, and onc « a bac kup and ' *"***« »o carry 

11,0 ,n,,ks wtr c then sold in Ihm a u™ up ,Jle consimmen/ 
But he was fomvim, ‘fu" Ahme ^l>ad. 

Sangvi was ovettrusöng San gvi In 

m °' dcr Patna, the <a D ital , , '7 who ^ Pl 

eastern India. Sangvi sent (heronsitmm ° u!™* State 3005 - 
preset.tat.on of a pa ymem »«"■•« by rail, collectable on 
n.erchams fotged the n*eipt b f k . br ^h. The 

yard. Rehance lost 900 00« ni ^: ddlver > from the raihvay 

' and 11 took months n, * " 

lust told me “Nathu, nothmg ‘ Dhi ™ bhai 

can happen. I know you have dnn„ busmess - anything 

-* b >'ou and you jit con« IVfä? th V^ 1 ® 
•m<* on his career, as vice-preskfent^f ’ Re ®*‘ fc * 

d,v,SKm - Sangvi said: '1 fe e | mysdf ve * * e ***** <** 
.K-en working under such a legendary r,L e ^ ' haVe 

I'atcl to Ke Sd ct»m?T d b i KiS , rel3ÜVe 

afu-r, Ramnikbhaj A^bari ti'th whom he hff 

Ipse automohve division, hired him for Naroda ^ nm W ^ 

; har S e of the knhting machines, Pate! knew nothing aCt hem 
but was sent to West Germany and Japan later w f h i 

trammg. He stayed with Reliance until retirement in 1993^1 

«« r«*d » k „„« „„ „ „ jU«««. 

I» r'n y ”'T" i" **■ *•>Wb** 

the f,rst ful1 year of production at Naroda, the companv 

fe°i 3 Ä l Ri L mi " i0n ^ 1967 ' yieldin « a nel P r °f* «f 

La Dh,rubhai and & fenülv shareholders refused to 

machin ?J. dS an a d kept P' 0 ^? cam iogs back into more 
Tnes. After a decade of manufarturing, in 1977 Reliance had 

urnover of Rs 680 million, and profits of Rs 105 million. 

Im a !l extensive write - u P on the Company in August 1979, the 
>nian Textile Journal reported on a massive factory at Naroda 

230 000 square metres and emploving 5000 staff. It 
ad banks of machines for texturising or ‘crimping' arüficial fibres 
^Vu particular sheens, machines for twisting the polyester and 


Scanned by CamScanner 


34 THE POLYESTER PR1NCE ,||g 

, cl « varns and machines for weaving the yams into 
SL ^e yarnl were sold to other Indian textile manufactur- 

en Most S significantfy perhaps, Dhirubhai established bis ovvn 
brand narnfvimal (named after a son of hts btother fctmnd* 
bv dint of lavish advertising ur.der the slogan On > Vima . This 
somewhat snobbish slogan, and some well-pubhcised fath.on 
Shows in top-class hotels, adfled a touch of dass to a product 
that basically appealed to the less wealthy market sectors. In 
addition, Dhirubhai had j^ot around the reluctance of established 
wholesalers and shopkeepers to accept a new brand by creating 
his own network of shops. Acnoss India, some 400 shops were 
franchised to seil the Vimal brand of polyi 3 ter materials for sans, 

shirts, suits and dresses. >4 

In one of the first of many eulogies to appear in the Indian 
press, the Textile Journal noted how Dhirubhai was held in high 
esteem’ by his staff, who attnbuted Vimal s success to his 
dynamic leadership. When the construction of the factory was 
going on, it is reported, many snakes were seen in the area. 
According to a populär belief, appearance of snakes is a good 
omen. Dame Luck certainly seems to have favoured Mr Ambani. 
Ever since the emergence of Vimal, he has developed the Midas 
touch. Everything he touches becomes gold. Everything he Starts 
blossoms into success. Naturally, nothing succeeds like success/ 
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^ irubhai Ambani remained in Bombay because manufactur 
ing was only one facet of his business. For a derade, the 
Lxtik plant at Naroda was supportive and subsidiary Jo his yarn 
tiading activities. In addition, he was steadily augmenting his 
skills at breeding money from mongy, and at wielding political 
and bureaucratic influence on govemment policies and their 
Interpretation. Dhirubhai was never simply an industrialist, a 
trader, a financial juggler or a political manipulatoi; but all four 
in one. 

From his earliest days in Junagadh, Dhirubhai had learned 
that relationships were the kcy to unlocking help, and that th< 
law could be argued with. ‘One thing I have noted with Dhirubhai 
is that if he Starts an acquaintance with someone he will continue 
it,’ said Manubhai Kothary, the trade group Sasmira’s president 
‘He never throws away any relationship.’ 

He was endowed with a photographjc memory for faces and 
names, and any contact—however fleeting—he could try to tum 
into a common background on which some affection could be 
based. For example, Sir Nicholasr Fenn, who was British High 
Commissioner in New Delhi in the early 1990s, was amazed to 
find Dhirubhai claiming him as an old friend from Aden. In the 
early 1950s, Fenn had been a Royal Air Force pilot flying 
transports through to the Far East and Australia. Dhirubhai 
remembered him from refuelling stops at the Shell facility at 
Aden's airport. 

Dhirubhai's philosophy was to cultivate evcrylxxly from the 
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doorkeepcr up. ‘I am Willing to salaam [bovv down to] anyone' 
he told a magazine Interviewer in 1985, in a Statement that 
shocked many rcaders for its bluntness. 

4 °f economic plans and government control of the 

commanding heights’ that had developed by the 1960s, a lot of 
grovdhng was required for businessmen to get the clearances th ey 
nee e . Inevitably, the bureaitfratic signature needed to move a 
i e from desk to desk came to have a price on it as well. The 
Kongress Party had degenerated from a movement of freedom 
ig ters mto a dispenser of patronage, with ministers aüocatinv 
resources and licences while the bureaucracy worked out ways to 
make the process look objective. 

After getting on his feet back in Bombay, Dhirubhai used to 
make frequent trips to New Delhi. He frequently went in the 
Company of Murli Deora, a fellow yam trader who was then 
workjng his way up the Congress Party machine in Bombay 
Deora later became the head of the Bombay Municipal Corpo¬ 
ration the mayor—and then for many years the representative 
tor South Bombay,'the area containing the business district and 
elite apartments, in the Lok Sabha (the lower house of parlia- 
ment). ' r 

Dhirubhai and Deora used to catch an early flight up to Delhi, 
and park their bags with a sympathetic clerk at the Ashoka Hotel 
while they did their rounds of politicians and bureaucrats to speed 
up decisions on import licences. Too poor to afford an overnight 
stay, they would collect their bags and fly back to Bombay the 
same evening. „ 

Later, Dhirubhai could afford to keep a room ready at the 
Ashoka, a government hofel built in a vaguely Moghul monu¬ 
mental style. His nephew Rasik Meswani also came into the 
lobbying activity, and eventually selected a canny South Indian, 
V Balusubramaniam, as full-time lobbyist for Reliance in New 
Delhi. 

For the lesser bureaucrats, joumalists and others who helped 
promote the company’s interest in various ways, Dhirubhai’s 
Standard gratuity was a suit or sari length of material made by 
his factory. Gradually Dhirubhai also learned the channels for 
large-scale political donations in the top echelons. 

ln 1966, Indira Gandhi had become prime minister following 
the sudden death in Tashkent of Lai Bahadur Shastri, who had 
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j^en India s leadcr since the death of her father Jawaharlal Nehru 
in 1964. With her only ministcrial cxperiencc the Information 
jxirtfolio under Shastri, but a lifetime of watching her father and 
her late husband Firoze Gandhi in politics, Indira was well versed 
in Congress Party machinations but had a shallow grasp of 
policies. Power steadily exacerbated a deep psychological insecur- 
ity and a melancholic natüre that led her to place inordinate 
trust on unworthy people in her inner circle, as well as on her 
headstrong son Sanjay, who was extorting funding for his pet 
scheme of developing an indigenous people’s car*. 

Among the sweeping economic changes of 1969 was one small 
legislative amendment that had the effect of entrenching corrup- 
tion, though its ostensible intention had been the opposite. Üntil 
then, a section of the Companies Act allowed directors to make 
political contributions to any party. This was repealed in 1969. 
As 1 one of the officials who supervised the amendment later 
admitted, this led to political payments by ‘black* money ‘Com¬ 
panies had to generate black funds by under/over invoicing, 
fictitioüs sales etc. A pattem of Wholesale corruption and large- 
scale corporate malpractices, through double-accounting, over- 
invoicing and under-invoicing, came into being, creating massive 
unaccounted-for and therefore untaxed funds.’ 1 

One of the conduits to Indira Gandhi was a private secretary 
named Yashpal Kapur, a Hindu refugee from the Western Punjab 
in the 1947 Partition who displayed all the financially grasping 
tendencies this community brought across to Delhi. In All These 
Years, her memoir of the Nehru and Indira Gandhi years, the 
well-connected magazine publisher Raj Thapar recalls Kapur thus: 
... one glance at him and you feit the grease all over you. He 
was smooth and unintelligent, outwardly vaeuous and invvardly 
scheming who then only performed what we called the chai-pani 
[tea-making] jobs, or so we thought in our innocence.* 2 

By 1971, Thapar noted howOCapur’s role had taken on a 
weird’ shape. ‘Yashpal Kapur, that oily cupbearer, was growing 
in stature by the minüte and his corruption was becoming legend, 
and his ability to get Indira to sign on tlie dotted line became 
the bazaar gossip,’ she wTOte. Thapar’s bureaucrat husband 
Romesh, who early had been a trusted confidant of Indira, feit 
duty-bound to teil Indira. ‘He sought an appointment, went to 
the offtce, gave her a run-down of what the average person was 
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thinking, of how the PM’s office now harboured a nest of cornipt 
people led by the favourcd Yashpal. She was furiotis. “You know 
I would nevcr touch a penny” "Maybe. But you are seen as the 
qucen bee. The others do the collccting.”' 

Thapar went on: 

An unending string of stories were current about Yashpal’s 
power, how he was sought \jy the high and mighty, how he was 
well in with Sanjay who was beginning, bit by nibbling bit, to 
tamper with the administration in his favour. Yashpal was of 
course no longer in the PM’s office. His place had been taken 
by his nephew, R. K. Dhawan, who was rapidly to assume 
much vaster powers than his erstwhile unde and together they 
were to manipulate patronage in this vast country’ 3 

Dhirubhai not only cultivated Yashpal Kapur, says one old 
acquaintance, ‘he practically purchased him’. In due course, the 
relationship passed on to R. K. Dhawan, who moved eventually 
from the prime minister’s office under Indira and then Rajiv 
Gandhi into parliament and ministerial portfolios himself. 

Over the year$, Dhirubhai developed close ties with politicians 
in many parties. These included figures such as Atul Bihari 
Vajpayee, senior leader of the Hindu-nationalist Bharatiya Janata 
Party who became prime minister of a brief minority government 
in 1996, and several on the left such as Chandrashekhar, another 
short-term prime minister in 1990-91. But his strongest Connec¬ 
tions were always with the Gandhi ‘coterie’ within Congress, even 
though he never liked Indira’s socialistic policy phase in 1969-70, 
and then later with P V Narasimha Rao who took over the 
Congress mainstream and prime ministership in 1991. 

The links were not always based on money, however. 
Dhirubhai is widely acknowledged to be a masterful exponent of 
his own business visions, which have generally been mote far- 
sighted than those of almost anyone eise among India’s business 
leaders. He was quick to grasp that many Indian politicians, 
officials and bankers could be captivated by intellectual excite¬ 
ment or flattery at being in the inner circle of such an emerging 
tycoon. Should such individuals later show signs of self-interest 
or personal financial difficulty, Dhirubhai or one of his lieutenants 
would pick up the Signals. A post-retirement job, a business 

Scanned by CamScanner 




II 


T f I ASS fountain 39 


. - w ^ t ri iin 3 

opportumty f or a chiw . 

***& ,7#* *« foilow .- °* " b ""' of impirrd 

Dhirubhai also nl„ v ,. tl ” '}* f* - ™»' cnncerned. 

Outsider and up«^. who , ™L P ' 1 T ,, 1 < b “< »" w„ an 
glass rcilings of vested Intcrr« a P »•""««* »He 

Community an<1 pnvilcgr in the business 

That thcie was an im 

allocationby New Delhi oflUre , ClC the Liccncc R»i’—th*- 

production capacitv—was ™ \° Set Up factorics and expand 

Bombay Univers.ty econo^st Vk " H %? "“ h 3 ^ a 
Commission which revealed that.lJ mf“"’ ‘° ’ he Plannin S 
had received 20 per cent nf u ** ir a S 1011 ? °f Companies 
approved b: the governm,»«* u C lcenscd ,n <lustrial Investment 
Support given bv^Ghan^ ^f tWeen 1957 and 1966 The early 
certainly^paid ofHn' ZTJ * T* *° Maha ‘™ Ga " db ‘ had 
Writing'in 1981 « ^ ** C °"^ 

Ninan noted that the RiH a • hlTthd ^ ^ Journalist T. N. 
in 1945 to t i^A.Tr com P anies had multiplied from 20 
L ^ induStrial housc benefitted from 

biült ^ P ra) ’ WIOte Ninan ’ ‘ il was house that Birla 


Biila s rapid expansion contrasted with the moderate growth 
of the Tata grpup, the Parsi-controlled empire that had grown 
strongly under British rule. The then head of Tata, J. R. D Tata, 
t°ld an interviewen ‘I think it wrong for a businessman to run 
newspapers [the Birläs had set up The Hindustan Times, the 
strongest paper in New Delhi], wrong for him to play a“po!itical 
role . . . But it does seem that others who do not mind mixing 
politics with business have done extremely well for themselves.’ 5 

For G. D. Birla, his political connections and the ostentatious 
philanthropy that saw various Birla irtstitutes and garish Hindu 
temples built around India were all supportive of his preordained 
role. As the Bhagavad Gita says, every man must do his duty, 
Which means if you are a wealthy man, yöu must do your duty 
by your wealth,’ the Birla patriarch reasoned. ‘A businessman’s 
karma [fate] is to amass wealth and his dharma [duty] is to 
provide for the general welfare. If political action is involved in 
this, I don’t see why I should ftght shy ; of it. ö 

One of Dhirubhai’s earliest backers, the banker and politician 
T. A Päi falls into the category of intellectual sympathiser. Piai 
csSiFIrom an extraordinary uppcr-caste family based in the tmy 
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villagc of Manipal on the Karnataka coast, far south of Bombay 
It is still an out-of-thc-way place, on a barren hilltop ovetlooking 
the sweep of palm trees and exposed beaches front ing the Arabian 
Sea. In 1925 the Rai family had established the Syndicate Bank 
there. By the mid-1960s it was the tenth largest Indian bank, 
with some 190 branches. As well as bankers, the Rais were 
educationists and used their w^ßlth to found a College at Manipal 
in 1942. It has since grown into öne of India’s largest private 
universities, attracting fee-paying students frona Malaysia, the 
Middle East and the West Indies. 

The Rais prided themselves on being discoverers and nurturers 
of talent. A small museum at Manipal is devoted to the family 
patriarch T M. A. Pai (older brother of T A. Pai) and his teach- 
ings. One cherished precept: Ä pigmy nourished well can become 
a giant.’ 

According to IC IC Pai, a family member who eventually 
became general manager of the Syndicate Bank, Dhirubhai was 
introduced to TA. Rai in the mid-1960s by a former bank 
employee named H. P Rao who was an insurance agent. The 
bank was interested in developing its foreign exchange activities, 
and began handling some transactions for the young spiee and 
textile trader. ‘Our first impression was that he was very enthu- 
siastic, very enterprising, a man of ideas,’ Pai said. ‘From the 
beginning I had the impression he was a go-getter. He was very 
persuasive, very convincing in his arguments. He was able to 
present his case and business proposals very clearly. He gave me 
the impression he was reliable and knew what he was doing.’ 

The Syndicate Bank became the main financier for Reliance 
Textile Industries when it started manufarturing soon after, in 
1966, providing much of the Rs 1.5 million needed to buy the 
first four knitting machines. Another early backer was the Indus¬ 
trial Credit and Investment Corporation of India (ICICI), whose 
chairman Harldsan Das Parekh, another Gujarati, also took a 
shine to Dhirubhai’s big schemes. 

Dhirubhai continued to impress the Rais by his insistence on 
the best equipment and personneI. as well as his knowledge of 
the market and its trends. He also made conspicuous donations 
to the educational institutes run by the family. Throughöut the 
late 1960s, Dhirubhai kept in close touch with T A. Pai, making 
sure he was amöng the first to call whenever the bank chief 
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sitcd Bombay from Manipal, and to give Pai advance notice of 
>v major initiatives, Pai s nephew Ramdas Pai, who later became 
piesident o( the Manipal Academy of Higher Education, remem- 
‘cs Dhirubhai coining tb Bombay s airport in 1968 to grect him 
on his first trip back from studies in the United States. T. A. Pai 
in turn promoted Reliance where he could, even to the point of 
rrying around samples of its Vimal-brand material in his brief- 
( to show others. 

The bank continued to be the major lending institution for 
Reliance even after Indira Gandhi nationalised it and all- India’s 
other leading banks and irisurance firms in July 1969. Although 
the Pais were unhappy about losing their asset, family members 
like K.K. Pai continued to hold, the top executive positions for 
maity years. T. A. Pai’s polides of directing credit to small entre- 
pieneurs, agriculturalists and Business newcomers—which built 
up a portfolio of very small but sound loans for the bank—were 
exactly what Indira had hoped to achieve by the bank nationalisa- 

tion generally ; : -7 ; 

Ironically, the government takeover led to the steady 
bureaucratisation of management and lending directed by polit- 
ical connections rather than commerrial viability This destroyed 
the soundness of the Syndicate Bank and all the other 20 
nationalised ,banks. By the end of the 1980s the banks nonper- 
forming assets or bad loans greatly exceeded theur Capital base 
by a wide mäigin, and but for endless Capital inteons by the 

treasury almosTaU would have ^jr^'i^i’uSng- 
S re foL ba ^rfanü^ twTow^small scuthem-hased institu- 

Et 

the Syndicate Bank, family mem Tndira consoled 

i j- x i fo»r hie hank was taken away, Indira consoieu 
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o the nationalised Ufeln _ m ember of t he upp er 

afterwards, he was inducted a g _ >s House) to e nable 

house of parliament (the Rajya^S ■ ^ tg conunerce , handling 

him to become her govenunen ^ became minister for 

trade matters. Later in the ^ ^ ^ aUocation 0 f 

Industries, which gave h«®* min ister during the suspen- 
mdustrial licences. He cont declaration of Emeigency 

sion of democracy under 1 
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betwecn 1975 and early 1977. Pai died in 1981, having realised 
at the end—his relatives say—lhat bis talcnts had been misused 
as a respcctable cover Iry the corrupt circle around Indira and 
San ja v ‘The enterprise of adventurers always sucks in plain, 
decent men/ commerited the editor of the Irulian Express , Arun 
Shourie, not long after his death. ‘The number of times men like 
C. Subramaniam [another of Indiras ministers] and the late T A. 
Rii lied on Maruti [Sanjay’s car project] far exceeded whatever 
Mrs Gandhi said about it . . / 

For Dhirubhai, Fhi’s clevation meant that, as well as still 
having friends in a major bank, he now had a friend in a key 
position to approve import schemes and manufacturing plans. 

In the early 1970s, the immediate pay-off was favourable 
changes in the import-export regime. Dhirubhai was not a law- 
breaker but had a Creative attitude towards regulation. As one 
formet colleague recalled: ‘He would say: “Y)u should not do 
anythmg illegal. First of all, the law should be changed.”’ 

‘He would not go into anything which was unlawful/ agreed 
Sasmira’s Kothary ‘Everything he did was permitted to do by 
any other man; But bis reading of the- System! You have a law, 
the Interpretation which you make—he would take advantage of 
a particular System in a way which others could not see. By the 
time other people started anythmg the govemment was also 
waking up and the System would be changed/ 

The key to profits in the Indian synthetic textile business 
through the 1970s was access to supplies of the basic filaments 
and yams. Influciu cd by Mahatma Gandhi’s notions of self-reii- 
ance and the virtues of home-spun cotton, and by a strong lobby 
of cotton growers, New Delhi had discouraged use of synthet- 
ics—regarding them as a rieh man’s textile. 

India already had a few factories making rayon (derived from 
cellulose material, usually wood pulp) which had been developed 
in France in 1891, and the more modern artificial fibres derived 
from coal and petroleum including nylon (developed by Du Pont 
in 1935) and polyester (first produced in Britain in 1941 and 

later marketed under proprietary names like Dacron, Fortrel and 
Terylene). 

But these domestic sources met only a fraction of the demand, 
particularly for polyester, as Indians began to appreciate its 
Ura ' it ^’ (in some forms), colöur-fastness, and ease of 
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washing. As well as in pure polyester fabrics, thc fibre was in 
demand for blcnding with cotton at both thc large industrial mills 
and thc widcly dispcrscd powcr-loom Workshops. 

Former collcagucs say Dhirubhai resisted any temptation to 
smuggic in supplics. Everyone knew smuggling was there, but 
Dhirubhai would not want to get involved,’ one former Rcliance 
managet said. ‘Government Support meant too much to him. We 
used to buy yam that was obviously smuggled because it was 
cheap. But we were told this should be kept separate. By thc 
time it reached the manufacturers it would have gone through 
many hands. But people knew this was smuggled goods.’ 

Insteadv over the 1960s Dhirubhai had steadily become master 
of the trade in replenishment licences, which were entitlements 
to import ya n eamed by exporters of finished textiles and 
garments. After the war with China in 1962 and another with 
Pakistan in 1965, India's external balances were under strain and 
the govemment was ready to entertain more contrived schemes 
tn hoost exoort eamings. 



because local production was far below 



domestic shortage 
demand. 
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from Besse & Co’s Halal Shipping division, Bharat Kumar Shah, 
then working as a trader in Jcddah and acting as Relbnce’s 
Mid-East ‘co-onünation manager’. Dhirubhai would takc out 
full-page advertiscmcnts in The Times of India to announu special 
charter tlights taking his export products to foreign market*. 

But many senior figures in the textile industry still believe 
this export business was mostly bogus. ‘If these goods were not 
saleable at two rupees, how could they seil at four rupees?’, one 
remarked. According to this thffory, Dhirubhai would have pro- 
vided his own export eamings, by sending the money out to the 
ostensible buyer overseas through the illegal foreign exchange 
channels known as havala (accepting the 20 per cent havala 
premium on the official exchange rate). The goods would be sent 
to a free port such as Singapore or Dubai, to avoid customs duty 
and then be disposed of at giveaway prices, left to rot on the 
docks, or even dumped at sea. The effective outgoings would be 
the 20 per cent havala premium on the funds sent out, and the 
60 per cent of the same funds actually spent on buying PFY 
overseas for import back into India. The returns would be this 
60 per cent multiplied by seven or more. The profit would be 
425 per cent of the outlay And as long as Dhirubhai had the 
‘export remittance , arriving back in his account in Bombay, he 
could claim credit for doing his bit for India’s trade balance. 

In an interview with the magazine Businesslndia in April 1980, 
Dhirubhai said Reliance Commercial Corp accounted for more 
than 60 per cent of the exports made under the Higher-Ünit 
\hlue Scheme. ‘The schemes were open to everyone,’ he said. ‘I 
cannot be blamed if my competitors were unen erprising or 
ignorant.’ 

Textile trade sources familiär with that era say this was not 
exactly the case. TTie adoption of the Higher Unit \hlue Scheme 
was not widely publicised in 1971.JPhirubhai had a clear run of 
one or two years before other exporters began trying to take 
advantage of the same scheme, or putting up similar proposals 
for other categories of textile exports. One of these exporters, 
Bipin Kapadja, later recounted bis experience to Bombay police 
whosought it as background to the sensational murder conspiracy 
case of 1989 (see Chapter 13). 

Over two years in the early 1970s, Kapadia’s family Company 
Fancy Corp expanded its exports from Rs 2.5 million a year to 
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ps 15 million on thc cxpcctatiorv of rccciving imjiort entitlements 
for PFY from the Commcivc Ministry’s Chief Controller of 
Imports am! Exports. ‘On onc pretext or another’ the authorifies 
vNithheld the import licences over a 30 month period in 1972-74, 
uisirig Kapadia a huge loss. 

Between 1971 and mid-1975, Kapadia made many trips to 
New Delhi to plead with officials. At his hotel, Kapadia told the 
police: I used to receive repeated calls on telephone offering me 
Company of women, threatening me of d,it e consequences, if I 
were not toleave the persuasion of my import licences.’ Düring 
one such Business trip, Kapadia was approached in the hotel 
parking lot at night by a knife-wielding man who xalled out to 
him. A fnend pushed Kapadia oiit of the way, and the man ran 
off. 

In 1974, when some other exporters managed to get PFY 
shipments coming through and the domestic premium began 
tumbling, Dhirubhai was blamed by his rivals for instigating a 
complaint to the Collector of Customs in Bombay I. K- Gujral, 
that the others were either importing ‘substandard’ PFY or 
under-deciaring the value to avoid taxes. Gujral seized all the 
suspect PFY shipments, but did not launch proceedings. It was 
not until a year later, after Gujral was replaced by an eneigetic 
Customs officer named J. Datta, that the Customs issued ‘show- 
cause' notices to the importers asking them to reply to the 
complaints. In a one-day hearing on 1 July 1975, Datta listened 
to the importers and decided in their favour. The goods were 
released, but the PFY premium tumbled to about 100 per cent 
and all the importers suffered losses.,.. 

The High Unit Value Scheme continued as long as Indira 
Gandhi’s government did. It enabled Dhirubhai to gain domi- 
nance over the supply of palyester yarn to India’s hig^ly 
decentralised textile weaving industry, where over 70 per cent of 
capacity is spread over thousands of small-scale power-loom 
workshops. 

Dhirubhai became the major polyester importer in India, from 
the Italian Company Ital Viscosa and the C. Itoh group Asahi 
Chemicals in Japan, where his hosts feted the Indian businessman 
on his buying trips. Later Reliance switched more of its sourcing 
to the American Chemicals firm JE, I. du Pont de Nemours & Co 
(Du Pont), which had developed technology for a partially 
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oriented yarn (POY, polyester filament not yet stretched after 
extrusion to bring all its long polymer molecules into alignment 
or Orientation along the length of the fibre) that had a longer 
usefui life than the other Companies’ PÖY. 

The former Du Pbnt agent Suresh Kothary recalls Dhirubhai 
overcoming Du Pbnts reluctance to ship to India. ‘They said 
India was not used to containerisation, they didn’t want any 
claims. Dhirubhai said he would never claim. There were then 
no trucks to take Containers from here to Ahmedabad» and the 
roads were bad. Somehow Dhirubhai did it.’ The scale of 
Dhirubhai’s imports grew. Around 1978, says Kothari, Dhirubhai 
heard that Dupont had idle capacity of 300 to 400 tonnes a 
month at its polyester plant in Germany. ‘Dhirubhai booked it 
all for six months,’ Kothari said. 

In addition, Reliance also built up to about 50 per cent its 
share of the hicrative business of ‘crimping, wherebv polyester 
fibre is texturised by passing it through gear-like rollers to impart 
ä waviness to the filament, or coiled to give Stretch—attributes 
sHK vhich make the yarn more opaque, lustrous and easier to dye. 

■ Industries Minister Pai ovemjled objections from his department . 
to give Reliance the clearances to quadruple its texturising capac¬ 
ity in 1975. 

lwo anecdotes are told about Dhirubhai’s confident, even 
brazen, approach to the mutteied denigration of his success that 
inevitably sprang up. On one occasion, a rival yarn trader alleg- 
edly spread the rumour that Dhirubhai was going bust. He was 
indeed short of cash, but went to a public noticeboaid in the 
yarn market and put up a sign inviting anyone he owed money 
to come and have their advances repaid. No one did. 7 

Another story is attributed to D. N. Shroff, president of the 
Silk and Art Silk Mills Research Association in the 1970s. Market 
gossip accused Dhirubhai of black marketeering. Dhirubhai asked 
Shroff to convene a meeting of the association s executive Com¬ 
mittee, which induded many of his critics, and then turned up 
to face it. *^bu accuse me of black marketing, he challenged, but 
which one of you has not slept with me?’ All present had bought 

or sold yam to Dhirubhai at some stage. 8 

in March 1977, however, Indira and Congress were swept from 
powet in the elections called after her two years’ rule under 
Emergency powers was lifted. But her government gave Dhirubhai 


Scanned by CamScanner 


A FIRSTCLASS FOUNTAIN 47 


ni^ a, LL^ ^ VCI *be 1976-77 fiscal year (April-March) 
Dhirubhai had accumulatcd REP licences both from its own 
exports and from purchascs in thc market, worth some Hs 30 
mslhon. On 7 February, about three weeks after the elections were 
announced, the govemment was persuaded to exempt all polyes- 
ter yam Imports under REP licences issued since April 1976 from 
customsduty which was then 125 per cent It was a gift of Rs 
37.5 million to Dhirubhai. 

Indiras replacement was the Janata [People’s] Govemment, a 
coa > o anti-Congress parties under Morarji Desai, the austere 
an se -nghteous former finance minister Indira had driven from 

onpess c use he had opposed her nationalisation policies in 
the late 1960s. 

^ eas * begin with, Dhirubhai fared well under Janata, 
helped by the good Offices of die prime minister’s son, Kantilal 
■ . eS ^' ^ August 1977, the Janata minister for commerce, 

Mohan Dharia, abrupdy cancelled the High Unit \hhie Scheine, 
and allowed any REP licence holder—not just exporters of nylon 
fabric to import a specific quantity of polyester yam. 

The premium on licences for PFY crashed from 500 per cent 
to 50 per cent almost ovemight. It was reported a year later by 
the Indian Express that Reliänce steppied into the market to acquire 
licences at this low premium, and opened letters of credit for 
imports totalling Rs 50 million. Then, on 2 September, the Chief 
Controller of Imports and Exports (in the Commerce Ministry) 
announced another sudden switch of policy. Tb help ‘bona fide 
users’ of PFY secure their reasonable requirements, the linkage 
of exports of synthetic textiles with the import of PFY was 
restored with immediate effect. Registered exporters who had 
entered firm import contracts up to 2 September would be 
allowed to import direcdy. But lyencefbrth all other importers 
would have to take their licences to the State Trading Corpora¬ 
tion, which would be the sole channel for imports of yam. 

It was not untii March 1978 that the first supplies of yam 
began reaching Indian markets through the STC. Over the six 
months tili then, Rebance took delivery of all the PFY supplies 
for which it had contracted, and was able to squeeze a totallv 
captive market. The ‘Eleven Day Wonder’ as the 22 August-2 
September interval came to be called, seemed tailor-made for the 
benefit of Reliänce. 
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Whcther or not bogus exports were made undcr the High 
Value Schcmc by Dhirubhai has never bcen proven, and 
certainly Reliance did rttake genuine efforts to seil its own 
Products overseas. Its expoft manager, Rathibhai Muchhala, 
became a familiär figure arotind the trade Stores of the Gujarati 
diaspora in East Africa, tHe Mid-East, and later the United 
Kingdom, trying to place Stocks of Vimal artificial silks. S. B. 
Khandehval, the ownejr of the emporium Sari Mandir (Sari 
Temple) in the English city of Leicester where many Gujaratis 
settled after being expelled frorn East Africa, recalls a visit by 
Muchhala early in the 1970s. ‘They were very anxious to get 
mto export business,’ Khandelwal said. ‘I took 200 saris on credit. 
No money was expected upfiront. Muchhala said: “Just say Shri 
Ganesh.”’ (Meaning: Just for luck.) 

Up until around 1977, exports took between 60 per cent and 
70 per cent of the fabrics produced at Naroda, Dhiriibhai noted 
to Businesslndia in 1980. That exports ceased to be a significant 
activity of Reliance soon afterwards indicates that they were 
propped up by the High Unit \älue Scheme and the artificial 
shortages for PFY created by import Controls. 

The new environment encouraged Dhirubhai to Step up his 
domestic promotion of Vimal and to expand his franchised 
exclusive shops to more than 600 by early 1980. Advertisements 
were plastered across newspapers and billboards. ‘Only Vimal 
offers you exclusive innovations in high-fashion wear,’ went one 
listing products such as Disco Dazzle Sports Jersey or Supertex 
diess material. 

It was a Rs 10 million a year advertising spend, then unprec- 
edented in India and more than four times that of established 
textile producers such as Bombay Dyeing. And it worked In 
1979, Reliance Textile Industries raised its sales to Rs 1.55 billion 
(then US$190 million), making it the latgest textile producer in 
the country 

^6hirubhai had meanwhile decided to help bring an end to the 
Janata government of Morarji Desai. The government had not 
been particularly friendly to him, after the initial favourable turn 
in yarn import policy, and Kantilal Desai had become too contro- 
versial a figure to be much help. A judicial inquiry set up bv 
Morarji Desai in reply to charges of influence peddling by relatives 
of ministers did indeed find, in February 1980, a ‘prima-facie case 
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for further inquiry’ that Kantilal Desai had influcnced t hc govrrn 
ment to relax its policy on PFY imports in August 1977. 

Dhirubhai put his resources behind Indira Gandhi’s cfforts to 
split the janata coalition, which focuscd on the ambition of the 
Fmance minister, Charan Singh, who had a huge powerbasc 
among the prosperous Jat caste of farmers in Uttar Pradcsh. 
Dhirubhai’s role was to provide the suitcases of cash needed to 
induce MPs to take the risk of leaving the govemment benches 
and joining the Splinter groun/dn July 1979 the Desai govern- 
ment feil when Charan Singn’s supporters withdrew support in 
parliament. Charan Singh, pledged support by Indira s Congress, 
was invited to form a government and demonstrate his support 
within a mor*th. A vote of confidence was never taken: Indira 
demanded as a condition that Charan Singh agree to withdraw 
legislation setting up special courts to try herseif and Sanjay for 
alieged crimes committed during the Emeigency. This he was 
unable to do. In August, the President dissolved parliament and 
called elections for the first week of January 1980, with Charan 
Singh as caretaker prime minister. 

Suresh Kothary the Du Pont agent in Bombay, was in close 
contact with Dhirubhai over this period. ‘He used to teU me 
what was going to happen, and it always did,’ Kothary said. 1 
asked him once: “How do you know, are you an astrologer? He 

laughed and said: “Yes.”’ 

With inflation raging as a result of two years of drought, 
Indira surged back to power. The first b.g party staged ‘o welcome 
her back in govemment was hosted by Congress MPS from 
Guiarat and paid for by Dhirubhai, at the Asoka Hotel in New 

Delhi/fwtic^ observers took note that lndira spent over two 
hours sitting-on the dais receiving wellwishers with Dhirubhai at 

b^Kotfiarv remembers that several times during his turbulent 
eli-TVo nrosneritv and influence, Dhirubhai would remark. 
‘Everything th^I^ave done has Been kept in the ground, and 
& first-dass fountain has been built over it. Nobody will ever 

know what f have done.’ 
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r ndira Gandhi’s return to power opened a golden period for 
X Dhirubhai Ambani. Jn 1979, his Company barely made it to 
the list of India’s 50 biggest Companies, measured by annual 
sales, profits or assets. By 1984, Reliance was in the largest five ^-^7 
Dhirubhai himself had become one of the most talked an<üi 
written about persons in India, gaining a personal following more 
like that of a sports or entertamment star than a busiriessman. 

lt was also the period when Dhirubhai made the most rapid 
part of his transition, in the bitter words of a senior non-Congress 
politician in 1996, ‘from supplicant-the most abject kind of 

supphcarit to mfluencer and then to Controller of Indian poli- 
tics * 

Although it was not immediately obvious, Indira s three vears 
in political exile had reinforced a change in her L inW about 
state Intervention in the economy. In large part duedo th 
influence of her son Sanjay, who was to die in 1980 wh v. C 
light aircraft he was piloting crashed durine some aemhat;^ '^5? 
New Delhi, she was less trustfiil of bureaucratic directi 
more inclined to give the private sector its head. ° n ’ 

Indian business leaders were also calling for a drastic 1 
of the licence Controls on capacity expansion and dive^ifi^!- 011 
vested in the Monopolies and Restrictive Trade Pracüre r ^ 
mission. One was the head of the extensive Tat U>m " 
f* R D. Tata, who along with others in the 1940s har« ' 
laid their heads on the block of state plannine B V lOSi*^ 
was calling on New Delhi to unfetter’ the big business hons^ 

SO 




I 

- 
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The intellectual tidc had turned in favour of economic liboralisa- 
tion, though it would not bc until a dccadc later «hat anything 
more than tentative policy change was attemptcd. 

ln Indira s case, the disillusionment on the economic sidc was 
matchcd by a decper cynicism in politics. Her second spell as 
putm minister was marked by callous manipulations such as the 
sponsorship of Sikh extremists in the Punjab, and by unapologctic 

extraction of political funds from businessmen expecting clearan- 
ces from New Delhi. 

Dhirubhai s cultivation of Indira and other Congress figures 
during the Janata period certainly paid off. 

In Octobe. 1980, Reliance received one of three licences given 
by the government for manufacture of polyester filament yam, 
with the location stipulated as the ‘backward’ area of Patalganga 
in the hills of Maharashtra inland from Bombay. In a field of 43 
contestants for the licences, Reliance beät many larger and 
longer-established business houses including Birla. Its licensed 
capacity of 10 000 tonnes a year was by far the largest (Orkay 
Silk Mills and J K Synthetics were each cleared for 6000 tonnes 
a year), and at the time close to India’s entire existing polyester 
fibre output. 

Together with the Du Pont representative Suresh Kothary, 
Dhirubhai and his eldest son Mukesh had already been to the 
headquarters of Du Pont at Wilmington, Delaware, and per- 
suaded the American Chemicals giant to seil its technology 
including a polymerisation process not previously transferred 
outside the United. States. 

The deal arranged through a New Tbrk-based firm called 
Chemtex Inc,saw Reliance make a US$26.7 million order for its 
first PFY plant. Making polyestera highly complicated Chem¬ 
ical process, invoiving the reaction of one petrochemical interme- 
diate—either purified terephthalic acid (PTA) or dimethyl 
terephthalate (DMT)—with another, monoethylene glycol 
(MEG), in processes invoiving heat and then vacuum, using 
various catalysts along the way. The resulting polymer, a long 
molecule, is pumped in a molten state through fine nozzles to 
produce the filament. It was Dhirubhai’s first step in a process 
of ‘backward’ or ‘upstream’ integration that was to bring him 
many plaudits, and a step into the petrochemicals industry where 
the scale of business is vastly bigger than in textiles. 
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As well as an ahvays-open connection to the primc minister s 
office, hc now had a dose and sympathetic friend as minister 
commerce, the Bengali politiciart Pranab Mukhcrjee. His ministry 
not onlv helped set trade policy, including tariff levels and 
anti-dumping duties, in conjusrction with the Ministry (\S rinance, 
but conducted the System of import licences through the power 
office of the Chief Controller of Imports and Exports whose 
corridors in New Delhi’s Udyog Bhavan were thronged with 
importunate businessmen and their agents. 

At the beginning of 1982 Mukherjee became minister of 
finance, giving him Charge of broad economic policy as well as 
the details of revenue raising and tax enforcement. The Ministry 
of Finance also supervised the Reserve Bank of India, the central 
bank, whose govemor is often a recently retired head of the 
ministry. Through its banking division the ministry also effec- 
tively directed the 26 nationalised banks through highty 
j>olitidsed board and senior management appointments. ft super¬ 
vised the insurance Companies and other financial institutions 
such as the Unit Trust of India, and controlled entry to the 
sharemarkets by Indian Companies. 

Under a series of secretaries that included Manmohan Singh 
(later finance minister in the 1990s), R. N. Malhotra, M. Nar- 
asirnham and S. Venkitaramanan, the Ministry’ of Finance engi- 
neered a revitalisation of India’s Capital marke in the early 
1980$. The key administrator of this sector was another Bengali, 
the eneigetic career bureaucrat Nitish Sen Gupta, who became 
the ministry s Controller of Capital Issues and Joint Secretary 

(Investment) on 24 December 1979, just before the return of 
Indira. / 

Like his ministry head, Manmohan Singh, Sen Gupta had 
eariier been a diiigent builder of the ‘Licence Raj\ He had been 
deputy secretary in the Department of Company Affairs from 
arch 1968, just as government policy was changing from what 
e ha« calkd benign aloofness’ to ‘massive Intervention in 
corporate business , most notably in the nationalisation of major 
ndian banks the following year. 

In 1 )(>) t Sen Gupta had helped in the abolition of the 
panagmg agency System, whereby families such as the latas 
and i n * ,>ntro * wer «Hiliatcd Companies whh very little equity, 

1* panng the Monopolies and Rcstrictive Trade Practices 
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1969 which Intcnsiftcd the industrial litensmg rcginv (int 
^ , , c j | n 1951. Othcr mcasurcs which followcd includ'd die 

* ntJX rcr tibility clause', wheieby tlic govemmment’s financial insti- 
000 n! . ^development banks and instirance Companies) wrrr gjven 
,, ( ion to convert a proportjon of long-term loans to compa* 
mto cquity and the Foreign Exchange Regulation Act 1973 
' hich sharply restricted the freedom of Indians to hold foreign 
rurtency or assets. ; .Är 

On his arrival at the Ministry of Finance in 1979, Sen Gupta 
, | a jready begun the transition in thinking that led him to write 
n his 1995 memoii; Inside the Steel Frame: 

The possession of vast unregulated power in the hands of the 
ministers and the bureauaats inevitably led to complaints of 
extoition, inducement and enormous politicisation of the 
machinery From 1970 supreme power was appropriated by the 
Cabinet Committee on Economic Coordination which was 
headed by the. prime minister and for all practical purposes the 
prime minister’s office became the main decision-making 
authority. No worthwhile project could be deared without the 
nrime minister’s approval. Those who managed to get industrial 

L. n _„ also managed to see to it that othets did not. This wa$ 

licences eiso Tnanagp: _ A 

done by money. inftuence and political musde power A nexus 
came to be establislied between a seetion of industnalists. a 
section of pölittcians and a seetion of bureauctats. The pnnciple 
of market fotces guiding or dictating mvestroent, or of _ 
production targets being detennined by demandand supply, 
was given the go-by, and everything was decided by 

administrative fiat . 1 

Sen Gupta’s job was to ftt the ruks by which Companies 
could~rai^money by issuing shares or bonds, andren to 
adjudicate the prices they could Charge f«r these offenngfi ■ 

Rnt im to 1979 India’s Capital markets were quiet places. 

»Xl äS 

were run by chques ° f b ro ^' brethren for abuse of dients' 

andrarelypurashedoneofthe« had foarned to 

trust After periodic busts, tne g r nprrentaees of 

distrust the sharemarket. W.th only very ^all ^entages^ 

equity traded actively the managements o > nrices The 

concemed more with dividend levels than w.th share pnees. The 
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bigger Companies wrnt Io bnnkft for thelr finmw r radier than to 
the market. Between 1949 mul 1979. the nvcrage annual total 
of monev raised l>y Indian Companies from rapitaf marke ts was 
only Rs 580 million (US$71 millinn at 1979 ext hange rates) and 
the highest in any yenr Rs 920 million. 

By the end of 19B3, the amount being raised had jumped to 
Rs 10 billion a year, with Reliance playing a prominent pan 
Aecording to his memoir, Sen Gupta had taken up a study by 
an Indian economist with the Wbrid Bank, D. C. Rao, who was 
then on assignment with the Reserve Bank of India. Rao sug- 
gested greater use of convertible debentures—paper which for a 
certain period had the character of bonds, earning internst, but 
which then weie converted to shares earning dividends. For 
investors this meant eamings while the Company or project was 
gestating, with the prospect of equity once it was a going concem. 
For Companies, it offered a way to slash debt after the start-up 
and also to avoid going for loans from financial institutions, who 
might elect to convert pari of the debt to equity and become 
major shareholders. 

Again, Dhirubhai was primed and ready for the new policy 
As Reliance expanded its production in the early 1970s, he had 
begun looking at taking it public in Order to ca^e Capital. In 
1973, Dhirubhai and members of the Pai family had floated a 
Company named Mynylon Ltd in Karnataka (the Psä family's 
home state). The intentions remain obscure, for Mynylon’s paid- 
up Capital was only Rs 11 000. In July 1975, Dhirubhai took 
consent of the Kamataka and Bombay High Goujte, and carried 
out an amalgamation whereby the tiny^Mynylon^iook over the 
assets and liabilities of Reliance, whichby that time had assets 
of some Rs 60 million. 

By March 1977, the Company had been relocated from Ban¬ 
galore back to Bombay and its name changed back to Reliance 
Textile Industries. For a period that roughly coincided with the 
Emergency—^when T A. Päi was a powerful minister—Reliance 
did not formally exist in name. The manoeuvre later became a 
widely-used case study in tax ininimisation. 

In October 1977, Reliance had gone public, with a public offer 
of 2.8 million equity shares of Rs 10 each at par, taken from the 
holdings of Dhirubhai and his youngcr brother Nathubhai. With ’ 
its shareholding thus broadened to meet listing requirement^. 
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Reliance was Üsted on l ^ c sloc ^ exchanges in Bom >ay ' 1,K 
. i^^Hahad in January 1978. 

Themafter Reliance expanded its equity base through frequen 
. hfs an( j bonus issues to shareholders, while financial institu- 
converted 20 per Cent of their loans into equity in Septem- 
! 1979. But it was through the use of convertible debentures 

that Dhirubhai made his big splash in the Capital markets. In e , 
phirubhai had anticipated Sen Guptas polity with theSenesI 
issue of partially convertible debentures by Reliance m O 
,070 raising Rs 70 million. 

Rclianc 3 was not alone in trying the long disused insmim^ 
promoted by Sen Gupta. The Tata groups automotive firm Tele 
Led Rs 230 million with a fuUy convertible issue m 198U 
followed by theGujarat Narmada Feitiliser Corp with a Rs 43 
million issue. But from Ute 1980 the issues of partially convert 
ible debentures came ftom Reliance in quick suc«saon, nusmg 
Rs 108 million in September from its Senes 11 and ^ 2 
from its Series III the next year, and Rs 500 million trom 

IV Dhimbhai capped that by obtaining from Sen Gupta clearance 
, i. nrirmallv be leeally impossible: Converting the 
t0 do «hat^^g Kebe^ure issues into equity. 
non-convertib po a ‘brilliant and unconventional 

By this me o Economic Scene in a September 1984 

move’ by the ^^^^Hance was able to chop Rs 735 
cover story on Dhirubhai ^ £ into CO mparatively 

million off its debt m{II ion while reserves were raised by 

Rs 632 nullion. mstea nd burden tom the extra equity 

milUon on debentures. transmutation allowed 

"» only around ' Webt, with its E Series 

Reliance to contmue ra J s S Ortober 1984 which raised 

of partially convertible debentures m October 

another Rs 800 undu ly permissive to Reliance. 

Sen Gupta demes benefits from Dhirubhai such as 

or that he ever ««.ved y^ with Jhjtfi had to say 

share allotments. Onmy 0^ ^ thirf seri^/T debentures. 

nf S uu hToiufn a request that the holder* be entitled to 
Dhirubhai had putm 9 implicSt share entitlements. Sen 
renounce nghts attacneu 
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Gupta insisted that thc debentures were not shares until con- 
vcrted. 

ßut Relianee was highly persuasive. On another occasion, Sen 
Gupta rcjccted the premium that Relianee was seeking to put on 
an issue, on the ground that projected profitability had not been 
indicated. Without a pro-forma balance sheet for the current 
year an extension of results to efete—it could not be accepted. 

It was 1 pm that day, Sen Gupta was due to fly that evening 
to Bombay for a meeting of his seven-member committee on 
kapital issues the next morning. Obviously it would be impossible 
to nave the paperwork ready for this meeting, he told Relianee. 

Coming out of the arrivals hall of Bombay Airport at 7 pm, 

Sen Gupta was met by accountants from Relianee, and handed 
; copy of the pro-forma balance sheet and results for each of the 
even committee members. 'I had no Option but to take up the 
matter at our meeting,’ Sen Gupta said. 

ßy the ertd of 1986, Dhirubhai was to raise an unprecedented 
Rs 9.4 billion from the public over eight years, including Rs 5 
billion from one debenture issue alone. ‘In fact this one Company, 

Relianee,’ wrote Sen Gupta, ‘ipade significant contributions to ' 
the growth of the debenture market in the country through Rs 
occessrve issues of convertible debentures, a new experiment in 
running a big business undertaking entirely on the resources 
drawn from the public at large without being backed by any 
multinational, large industrial houses, or without taking term- 
loans from financial instRutions on a significant sca e.’ 2 

It was not entirely true that Dhirubhai did not tap ihe banks, 
as we shall see, but his heyday in the Capital markets did coincide 
with the rise of what Indian business magazines came to call the 
equity cult’—and Dhirubhai can rightly claim some of the credit 
for it. 

Between 1980 and 1985, the number of Indians o^ning shares ! 
increased from less than one million to four million. Among 
those, the number of shareholders in Relianee rose to more than 
one million by the end of 1985. It was by far the widest 
shareholder base of any Indian Company—and, until the privatisa- 
tion of major Utilities like British Telecom or Nippon Telephone 
&. lelegraph, probably in the world. It was evidence of a populär 
following that made many politicians—especially in Gujarat 
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where Dhimbhai had earned local hero Status—think twice before 
denying him anything. 

Sen Ciupta put the sharemarket craze down to the entry of 
three non~traditional classes of Investors. One was the Indian 
middle dass, who had forgotten about their misadventure in the 
stockmarket in the Second World War. Another was the expatriate 
Indian communities, prospering rapidly in Britain, North America 
and Southeast Asia after their miserable expulsion from East 
Afnca in the 1960s, and augmented by direct migrants qualifying 
for professional and skilied entry to advanced economies. Since 
Pranab Mukhei-jcc’s 1982budget, thesejnon-resident Indians’ or 
NRIs and their Companies had been able to invest directly into 
Indian equities. The third dass was the larger landowning farm- 
ers, prosperous after the huge crop-yield increases of the Green 
Revolution during the 1960s and 1970s, who continued to enjoy 
tax exemption on their income. 

The equity cult spread from nearly 20 major exchanges. The 
# premier bourse was the century-old Bombay Stock Exchange 
located in Dalal Street, one of the teeming narrow streets of the 
city’s Old Fort district where brokers, businessmen, accountants 
and lawyers crammed into tiny Offices in old stone buildings with 
the remnants of charming wooden and wrought-iron balconies. 

Although surmounted by a 28-storey office tower of cement, 
Steel and glass, the trading floor in the podium operated until 
the niid-1990s much as it had done in the I9th Century. Some 
Computer monitors flickered on the periphery but no one 
expected them to keep up with the frenetic trading done by 
brawling, shouting, gesticulating ‘jobbers’ in blue jackets—or with 
the thriving after-hours kerb merket where shares were traded 
informally . 

The päperwork was also miles behind the action. Share trans- 
actions were reeorded on scraps of paper at brokers’ Offices, but 
transfers were not necessarily lodged with Company registrars 
immediately Settlements came every second Friday, causing a 
slowdown in trading and sometimes pandemonium when defaults 
were found. But brokers and traders need not settle even then, 
if they could afford the upfront margin payments and sometimes 
exorbitant interest rates on finance for a badla (carry-forward) 
deal. 

Using this prototype futures System, Settlement could be 
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deferred for months—oftcn amplifying speculahve runs in prices. 
On occasion, a scrip would pass through 50 buy and seil trans- 
actions before being lodged for transfer of ownership. If the 
signaturc of the original seller did not pass muster, pTofessional 
forgers operating in the side lane$ of Dalai Street would guarantee 
an authentic-looking copy. 

It was an environment where research was just another word 
for insider trading, where the key knowledge was finding out 
which Stocks were going to be ramped upwards or driven down 
by cartels of moneybag brokers and operators. 

Though it had thousands of listed Companies and a nominal 

capitalisation similar to that of middle-sized stock markets like 
* 4 
Hong Kong or Australia, the Indian sharemarket was not very 

liquid. Huge Blocks of equity in the better Companies were locked 

up by Investment institutions or contiolling families. Many of 

the smaller Companies hardly traded at all. The ‘floating’ equity 

in the major Companies forming the market indices amöunted to 

a few billion US dollats. Even in the 1990s, a concerted move 

with a relatively small amount of funds, upwards of US$50 

million, could make the market jump or crash. 

Investors outside Bombay who could not hang around Dalai 
Street, browse the issue documents sold off barrows or pave- 
ments, or listen to the gossip while snacking on a bkel puri 
(potato-filled puff-bread) from a nearby stall, had to rely on a 
network of sub-brokers and agents reporting to the fnlly-fledged 
Stockbrokers in the big towns. They scanned a new crop of market 
tipsheets with names like Financial Wizard and Rupee Gains for 
news of their Stocks. In some small towns, investors impatient 
with their remoteness took trading into their own hands: teachers, 
shopkeepers and other local professionals would gather after work 
in public halls to conduct their own trading, settling on the basis 
of prices in newspapers firom the city. 

It was a Situation made for a populist like Dhirubhai. His 
ebullience and punctilious nursing of relationships were trans¬ 
ferred to a larger stage, using the mass Communications tech- 
niques learned in marketing the Vimal brand name. 

‘The people of Reliance,’ began one typical promotion, on the 
cover of an annual report. ‘Therein lies our strength. In the skills 
of the scientists, the technologists. In the commitment of the 

engineers, the employees. In the dedication of the brokers, the 

. . - • . 
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traders and, aboye all, in thc undisputcd loyalty of thc Investors 
These, the people of Reliance. In thcir growth lies our grawtk 
n t eir prospenty, our prosperity For we are a family We arc all 

In those years, Dhirubhai and Reliance had a success story 
to te 1 e technical side, the polyester plant at Patalganga 
put up m a fast 18 months, and put into regulär production 
in ovem er 1982. Construction and the debugging of produc- 
tton hnes had been supervised by Mukesh Ambani, who had been 
pu e out of Stanford University immediately on completing his 
master of Business administration degree, and put in Charge of 
e new^ projev't. Aged 24 at the outset, with a degree in Chemical 
engineering, Mukesh Ambani won his spurs as an industrial 
manager at Patalganga. 

Reliance made sure that a comp\ent by Du Pont’s then 
international director, Richard Chinman, that such a plant would 
have taken 26 months to build in the United States, had wide 
Publicity in India. ‘Reliance Textile Industries, now the fourth 
laigest private sector Company in the country, continues to burn 
up the track with its blistering growth record’, said the magazine 
India Today in February 1983. ‘Close on the heels of the com- 
missioning of its polyester filament yam plant at Patalganga in 
Maharashtra, the Company has set its sights on still bigger 
projects/ 3 

Dhirubhai still demonstrated his uncanny grip on govemment 
trade and industrial policy, and their implementation. While the 
‘canalisatipn of imports thiough the State Trading Corp had been 
abandoned in April 1981, and polyester filament yam (PFY) and 
partially-oriented yarn (POY) plac^d on the ‘open general list’ of 
imports, the right to import the yam was still confined to 
so-called actual users. The Customs House in Bombay took the 
line that these did not include large cotton textile mills—despite 
the giowing demand for cotton-polyester blends—but only the 
small ‘art silk’ power-looms. Reliance had already oiganised 
power-Iooms as outsources, giving them polyester yarn and taking 
back their ‘grey cloth for finishing and dyeing at Naroda, 

On November 1982, three weeks after Patalganga went 
into production, the government put an additional Rs 15 000 a 
tonne duty on PFY and POY imports, allowing Reliance to raise 
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its prices and still force India’s small yarn crimpers an P 0 ^ 
looms to buy its products. , 

The policy switch had been telegraphed early in Novem r 
by a Submission made to New Delhi by the Association o 
Synthetic Fibre Industry tha( dumping of PFY and TOY y 
foreign producers under the open general licence channel was 
causing a curtailment of local production and pile-up of inven- 
tofies, leading to heavy losses. 

The All-India Crimpers’ Association, representing about 150 
small processors who texturised PFY and POY into fibre ready 
for weaving and knitting, took out a series of anguished news- 
paper advertisements headlined: ‘Should the country’s texturising 
industry be allowed to die?’ The crimpers said the case for 
anti-dumping duty was ‘misleading, distorted and untruthful’. 
Domestic polyester output had risen 60 per cent in 1981 to 
16 000 tonnes, and still feil short of demand estimated at 50 000 
tonnes a year. The rush into PFY production by new producers 
scarcely pointed to a glutted market. 

Existing customs duties worked out to a total 650 per cent 
on Ianded cösts for importers, topped by further excise duty and 
sales tax on the processed product. Texturised polyester yarn had 
become more lucrative for smugglers than the traditional gold, 
wrist.watches and electronics—and huge' consignments had 
recently been intercepted, usually misdeclared as some other 
low-duty goods. Instead a case existed for an immcdiate duty cut 
and freedom for anyone to import. 

The pleas were ignored. ‘The government has finally declared 
a deaf ear to our cry of anguish,’ said the Crimpers' Association 
in an advertisement on 7 December. By its calculation, the 
effective duty on PFY and POY had risen to 750 per cent with 
the addition of the Rs 15 000 a tonne anti-dumping Jevy 

The Reliance plant at Patalganga immediately exceeded its 
licensed capacity and produced some 17 600 tonnes of polyester 
yarn in 1983, its first full year, thereby doubling India’s total 
output. The extra duty in effect added Rs 240 million to 
Reliance’s revenue. In late 1984, Finance Minister Pranab 
Mukherjee announced a new policy to ‘endorse’ higher than 
licensed capacity on the part of industry, and consequently i n 
late 1985 Reliance received an effective retrospective licensing of 
its capacity to 25 125 tonnes a year. 
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Ajiong with the dearartccs for his capita) issues, I )hirubha» also 
had an easy time fmm the revenue sidc of ihe Financc Minislry. 
At no stage did Reliancc ever pay corporate income tax on its 
profits, or even frei the need to makc more than token provision 
for it. Constant expansion and heavy borrowing gave ever increas- 
ing cost deductions to offset against profits. Reliancc became the 
most (amous of lndia’s ‘/.cto-tax’ companiesT 

ln his budget for 1983—84, Mukherjee made one of the 
government’s periodic efforits to crack down on such Companies, 
by introdueing an amendment tö the income tax law requiring 
companies to pay 30 per Cent of profits in tax after depreciation 
but before other deductions. Reliance avoided this by capitalising 
future interest payable on borrowings fbr its new projects, hugely 
increasing its asset value in one hit and allowing greatiy increased 
depreciation Claims to deduct from profits. Reliance remained a 
zero-tax Company for nearly three decades after its listing. It was 
onfy in^ 1996-97 Jafter the introduction of a 12 per cent ‘mini- 
mum alternate tax’ ön Company profits, that it made its first 
corporate income tax provision. 

The collectors of indirect taxes were also friendly WTiile 
Reliance could not avoid the heavy domestic excise duties levied 
on manufactures at the factory gate, it was initially given con- 
siderable leeway in setting aside some production as wastage’ 
not incurring excise. Bombay Customs accepted a 20 per cent to 
23 per cent ‘bulk buyer’s’ discount given to Reliance by Japans 
Asahf Chemicals up to 1982, and a 7 per cent discount on its 
purified terephthalic acid imports thereafter—whereas in other 
cases they might have inquired about under-invoicing. 

Many officials in charge of customs and excise were drawn 
into the Reliance family, rather than adopting the attitude of 
arms-length enforcers. The journaliÄ Kanti Bhatt recalls attend- 
ing the marriage of Dhirubhai’s daughter Dipti in 1983, when 
he joined the marriage procession which in the Hindu txadition 
follows the groom to the venue, with the guests occasionally 
breaking into the twirling dance known as dandiya raas. I found 
myself in the Street playing dandiya raas with the Finance 
Ministry's chief enfbreement officer,’ Bhatt said. 

For his investors, all tlus added up to greater profits at 
Reliance, which multiplied from Rs 82.1 million in 1979 tö 
Rs 713.4 million in 1985 (8.69 times), on sales that rose from 
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Rs 1.55 billion to Rs 7.11 billion (4.58 timcs) ovi r 

years. The Company was never India’s most pro i * . 

absolute terms or in terms of profit as a ret ^ n on 

worth or tumover. But for the times, Dhirubhai was ty 

generous with dividends, giving investors a return o a eas 

per cent on the face value of their shares from the time 

wsis listed. 

But it was in the appreciation of their shares that the early 
investors in Reliance were rewarded. In jts first year of hstmg, 
1978, Reliance had reached a high of Rs 50, five times the par 
value of the share, which was a high premium in those times. n 
1980 it hit Rs 104 as Dhirubhai promoted the growth potential 
of the Company’s expansion plans at Naroda and Ihtalganga, and 
in 1982 it reached a high of Rs 186. 

In that year Dhirubhai established his name among brokers 
and investors as a master of the stockmarket. From the middle 
of March 1982, a cartel of bear operators reputed to be based 
in Calcutta started driving down his and other Stocks in the 
Bombay market. The selling pressure was intense on 18 March, 
creating a half-hour of panic just before the close. The bears sold 
350 000 Reliance shares, causing the price to fall quickly from 
Rs 131 to Rs 121, before Dhirubhai got his brokers to Start 
buying any Reliance shares on offer. The more they sold—the 
number got to 1.1 million shares—the more Dhirubhai picked 
up, ostensibly on behalf of non-resident Indian (NRI) investors 
‘based in West Asian countries’. Eventually, the friendly brokers 
bought over 800 000 of the shares sold by the bears. 

It was an almighty poker game. The bears had sold short—in 
other words, they had sold shares they did not own in the 
expectation that the price would fall and let them pick up enough 
shares later at a lower price. Reliance itself could not legally buy 
its own shares. So who were the NRI investors who arrived so 
providently on the scene with more than Rs 100 million (then 

over US$10 million) to spend? 

Six weeks later, after several fiirther spells of bear hammering 
of Reliance shares, Dhirubhai called his öpponents' cards. Every 
second Friday, the Bombay Stock Exchange stopped new trans- 
actions while its members settled the prtvious fortnight's ttades 
or arranged badla finance to carry them over. On Friday 30 April, 
Dhirubhai’s brokers used their right under the badla System to 
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demand delivery of th e shares thcy had bought for their offnere 
clidits, ai mg which a baäla Charge of Rs 25 a sliare would'be 
levted. The bear cartcl baulked, throwing the exchanee int'o a 

davs ‘the^ TrT“ thC f °" OWin g Wednesda y In folfow- 
mg days e pnee of Rehance shares rose to a peak of Rs 201 

“ deSperate ‘y located *«• to Mfil their sales, 

meumng massive losses. 

^ hjS M T C l PriCe Started «•** -gnifying that 
deines had beer, made. But Dhirubhai and his Company had 

deariy amved. Relrance was hencefotth treated by major news- 

papers as a pivotal stock m the market, and Dhirubhai himself 

began reoe.v, g panegyrics in magazine profiles as the ‘messiah’ 

of the small Investor Dhirubhai wnt on to pick up a hrrther 

one nuUion Reliance shares by August 1982 for the mysterious 

NRIs, bnnging the outlay since March to about Rs 260 million. 

A few years later irr December 1986 at the time of its massive 
G Series debenture issue, Reliance advertised that Rs 1000 
invested in Reliance shares in 1977 would have ‘bought an 
Investment worth Rs 110 041 in November 1986, an appreciation 
of 11 000 per cent. Another calculation made by Reliance put 
the gain at 12 234 per cent. 

An analysis by S. R. Mohnot in his Reliance study 4 points out 
that to obtain the value quoted in 1986, the investor would have 
had to top up his initial Rs 1000 ouday by subscribing to every 
rights issue and debenture issue offered to him, taking the total 
Investment to nearly Rs 30 000 for assets and accumulated 
earnings (internst and dividends) worth Rs 108 278. This was far 
from thousands of percentage points, but still equivalent to an 
annual compound rate of internst of 44.5 per cent. Tellingly, 
however, Mohnot noted that, ha£ the investor bailed out at the 
end of 1983 after five years, the annual compounded retum 
would have been a still more impressive 75 per cent. 

By late 1984, Dhirubhai had reached a new piateau of 
acclamation, and thereafter frequendy featured on the covers of 
Indian magazines. Over the next year, he announced plans for a 
massive expansion of Reliance, by moving further back along the 
r; nv petrochemical chain to become India s first producer of 
Pmilied terephthalic acid (PTA), to make the other main input 
polyester, monoethylene glycol (MEG), and to make the 
associated products linear alkyline benzene (LAB, for use in 
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biodegradable detergents) and high-density polyethylcne, a plav 
tic. Fhtalganga would also be cxpandcd via a 45 000 tonne a year 
plant to make polyester staple fibte (PSF, fibres of a set or staple 
length, which are spun together to producc a less shiny yarn than 
the long Filaments in PFY). 

Ever bigger debenture issues were announced—Series E raising 
Rs 800 million in October 1984 and Series F Ln June 1985 raising 
Rs 2.7 billion—and were fully dr over subscribed. 

Probably the pinnacle of Dhirubhai’s popul arity was reached 
on 20 May 1985, when Reliance hired Bombay’s Cooperage 
Football Grounds as the yenue for the annual general meeting to 
approve results for 1984. About 12 000 shareholders tumed up 
to sit under canvas awnings stretched above the grass and to 
watch the directors via television monitors. It was Teported as 
the first AGM ever held in the open, and the largest ever meeting 
of shareholders—attracting note just for that fact the next day 
in The Financial Times of London. 

Dhirubhai arrived in a suit, but soon got down to shirtsleeves 
to report the previous year’s 58.6 per cent jump in net profit 
and to list various new projects totalling Rs 6.72 billion in 
outlays. India had recently had its first taste of hostile takeover 
bids when the London-based expatriate Indian, Swraj Paul, had 
bought into the machinery manufacturers DCM and Escorts. lf 
anyone tried that with Reliance, they would have to deal witR 
1.2 million loyal shareholders, said Dhirubhai to'loüd applause. 

The shareholders''' erithusiasticälly approved a n ame~chänge 
symbolising Dhirubhai’s wider ambitions. The word Textile’ was 
dropped from the company’s name. After approval by Company 
regulators in June, it was simply Reliance Industries Ltd. 

Accolades followed in the press. The magazine Bombay said 
Dhirubhai appeared at the meeting like a ‘dark and dapper 
messiah . Businesslndia spoke of his ‘brilliant financial acrobatics’ 
and ‘Superlative business performance’ which had helped him 
‘create corporate history’ and become a ‘legend in his own 
lifetime. A man whom childhood poverty had deprived of ade- 
qiia^e clothes to wear, has today become the biggest clothier of 
the nation, the cover story said. It might even be divincly 
destined, the magazine noted. In the early 1960s, the ‘society 
astrologer Pandit Sundaram in New Delhi told Ambani he would 
be lndia’s No. 1 industrialist. 
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Not so long iigo, 1 Miirajlal 1 lirarhand Ambani, popularly 
known as Dhirubhai Ambani, was sncered at as an upstart, 
condemncd as a manipulator par cxccllence and written off as a 
flash in thc pan,’ said Business India. 

Within thc space of seven short years, Ambani has proved all 
his critics wrong. Today he is revered by his 12 lakh Investors 
vthe largest number for any Company) and envied by every 
industrialist. His methods have become the gospel for the new 
generatioin of aspiring industrialists Ambani, an ordinary high 
school dro, "mt from Chorwad, in Junagadh district, Gujarat, is 
seen as the most outstanding practitioner of a new style of 
management in which the only thing that matters is—results. 5 

Some more considered analysts also saw Dhirubhai as a 
natural winner. ‘What Dhirubhai has touched so far has tumed 
to. gold,’ wrote authors Margaret Heideck and Gita Piramal. 
‘Yesterday, synthetic textiles. Today, petrochemicals. Tömorrow is 
only irpjQie mirid’s eye. One thing is certain. If Dhirubhai gets 
involved it will be big ... Tn Ambani, there is no hesitation 
between thought and action. They appear to be one and the 
same.’ 6 

Even the friendliest writers feit compelled to mention that 
Dhirubhai had many critics and enemies who called hiiri an 
arch-manipulator of politicians and bureaucrats. ‘It is not for 
nothing that this dark horse ffom Gujarat has achieved the 
reputation in textile circles of being the best friend and the worst 
enemy one could have,’ said Business India. In most cases, these 
criticisms were put in a way that gave Dhirubhai the chance for 
a free kick. ‘Ideas are no one’s monopoly’ he was quoted as 
saying by Herdeck and Piramal. Those who critkise me and 
Reliance’s giowth are slavcs to tradition.’ U not to outright 
conservatism and complacency, the criticisms wem put down to 
jealousy. 

But two of India's sharjmU Iniwiness journalists dkl get 
Dhirubhai to admit that Mroking govcnmuut was hts btggest 
task. ‘The most importanl mlmml .mwnnnuot ts the Govertv 
ment of India,* he tol<1 India hnlay i» I N. Niiism and Iagannath 
Dubashi. ‘You have to MdI you» hie«» to the govrnimeiu. Selling 
the idea is the moM impoitmtt tlung, mul hu that l’d tneet 
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anybody in the government. I am willing to salaam anyone. One 
thing you won’t find in me and that is ego.’ 

But the criticisms were brushed aside by most Investors, it 
seemed, as well as by many of the journalists. The ‘dark’ side of 
Dhirubhai was part of his attraction. It was a thumb in the nose 
at the bureaucrats, the corrupt politicians, and the exploitätive 
business.elite comering the wealth of India and wasting it. 

For the Gujaratis who formed much of the business and 
Professional dass of Bombay—but few of the big industrial 
entrepreneurs—Dhirubhai w'as one of them. He had taken on 
and beaten the Parsis, the Marwaris and tlu Punjabis at their 
own game. Called ‘Gujjus’ and often sneeud at b\ other Indian 
communities for their parsimoniouS’, apparentiy n >* >nev-obsessed 
ways, the Gujaratis had ‘made it’ through Dhirubhai. 

If he had bent the rules, engineered loopholes, cleverly avoided 
tax or given bribes, Dhirubhai was only doing what any other 
industrialist would do, given the opportunity or the ability to 
carry it out. How eise would a complete newcomer with no 
Capital or education get the breaks? A leading management 
consultant, S. K. Bhattacharya, was quoted as saying. The dis- 
tinction between Reliance and others is that it creates the future 
for itself rather than waste time on sobbing over government 
Controls and insensitivity of government policies. 7 It was a 
frequently made observation. 

The only victims, it seemed, were the government. which did 
not get as much tax revenue out of Reliance as perhaps it should, 
or the bureaucrats, who could not get their vindictive pleasure 
out of blocking or crippling a private sector endeavour. After 
centuries of rule by alien governments, many Indians—especially 
the traders and farmers—had come to regard anything sarkari 
(governmental) as trouble. By the 1980s, the go\ernment of 
independent India was similarly suspect in places like Bombay 

and Ahmedabad. . 

In rural India, outlaws like the ‘Bandit Queen Phoolan Devi 

or the Southern sandalwood smuggler Veerapan attained celebrity 
Status, and evaded capture for years (Phoolan Devi even getting 
elected to parliament in 1996, despite pending charges of takmg 
part in a massacre of 20 men). In the populär Hindi cinema, the 
lines between good and evil had become confuse . o lce an 
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politicians wcrc aligned will» gangsters, ihr hrro had brrome a 
khnlnayak, a villain or anti-hcro. 

Dhirubhai wurked in an expcnsivc office in Bombay’s Nari 
man IY>int business district- He drove around town in a Cadillac 
(augmented with a gold-coloured Mercedes by 1985). He took 
helicopters out to Patalganga and new sites in Gujarat (even using 
the Maharashtra state governor's helipad in Bombay for a while), 
and as the years went on was »n touch with the highest in the 
land. But he still looked and feit an Outsider. ‘Dhirubhai never 
moved aröund with the social crowd like the Wadias, the Godrejs, 
the Singhanias/ said one senior Bombay journalist. ‘Hc was not 
considered in the same league—you know how snooty they can 
be. He woulc go to the Harbour Bar [at the Taj Mahal Hotel], 
have a dririk, watch everybody, then leave.’ 

The sense of exclusion may have been what drove him 
onwards. It also lent an edge to his public image, turning him, 
too, into an anti-hero. Those who followed Dhirubhai in the 
stockmarket were not just part of the Reliance family but mem- 
bers of an unspoken rebellion. 
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T his was the public face of Dhirubhai Ambani. Known to a 
small circle of ihsiders was a different face. Shadowing t e 
industrial and marketing ^ctivity the published financial wor ngs 
of Reliance was a second Operation—the systematic manipulation 
of share price, publicity and govemment policies in Order to 
sustain the Reliance success story and keep the public money 
coming in. Every Company attempts to some degree to improve 
these elements of its operating environment. Few have ever 
matched Reliance in its sustained efforts. 

By being able to quickly transform debt into equity, Dhirubhai 
seemed to have avoided the bdrrowing trap that eventually caught 
up with so many other stars of the global sharemarket boom in 
the 1980s. By expanding only into associated products, he created 

enormous internal ecopomies for Reliance. 

But it was still a balancing act that required a lot of forward 
momentum, and constant oiling of the machinery It was generally 
aereed that Reliance’s high share price was the single biggest factor 
in the ease it enjoyed in raising finance. Reliance shares wem 
promoted relentlessly as a path to rapidly appreciating wealth. 
Dhirubhai was free with allocations to friends and clients from 
the directors’ quotas of any issues, though these share paaels 
usi&llv come with the stipulation not to seil for two years .* 

The business chronicler Gita Piramal also noted how central 

was the share price. 

^liibani realised that in Order to seducc the public into 

investing in his schemes, he had to offer them something above 
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and bcyond whai they wert- alnqidy uscd to getling. And this 
was the stcady apprcciation of thcir shareholding . . . At thc 
time. Ambani didn’t realisc that hc had mounted a treadrnill 
from whieh he would never be ablc to Step off. Over thc next 
tew years, this treadrnill sped ever fastei; constantly threatening 
to whirl out of control. In Order to retain the public's Support, 
Dhirubhai had to cnsure that the price of Reliance shares kept 
appreciating, month after month, year after year. As long as he 
kept moving, money poured in . 2 

In theory, that need not have been the case. Had the funds 
raised by Reliance been promptly deployed in productive Invest¬ 
ment, Reliance would häve been able to rest on its laureis from 
time to time. But after the fast completion of the PFY plant in 
1982 and the PSF plant in March 1986 at Patalganga, the 
Company’s Investment targets constantly slipped. lt faced political 
obstacles in front of new sources of funds. 

And in any case, Dhirubhai needed a constant, substantial 
stream of income to cover his political payments, top up the 
official salaries of his executives with cash (Company law then 
put limits on salaries), and keep various benefits flowing to his 
network of contacts. Tb some extent, this could be generated by 
market play in the management shareholding, spread between 
scores of investment and trading Companies. 

This meant that Dhirubhai really was on a spiral he could 
not get off. 

Not that he wanted to. His daily activity was a constant 
adrenalin rush, in yvhich he continiially proved his mastery of 
India’s markets in yam, textiles, petrbchemicals, shares and finally 
money itself. 

In the process, Reliance be^me a ‘pure cash flow Operation*, 
according to a Stockbroker who worked closely with Dhirubhai. 
‘They do not distinguish between revenue and Capital,’ the broker 
said. ‘They only operate on a cash flow.’ 

Assisting Dhirubhai juggle money between Reliance, associated 
private Companies, banks and the markets were a close band of 
trusted staff. Some were family. Foremost was his nephew, 
Rasikbhai Meswani, who knew all the ins and outs of Dhirubhai’s 
private accounts, including his contributions to politicians and 
parties, joumalists and others. Others were old acquaintances 
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from Aden or SaunishHa, like senior managers Indubhai Seth 
and Inothn Manublui Seth, or Chnndrawadan (‘Maina ) Choksi. 

The Company secittary of Reliance, Vinod Ambani (no rela- 
ttonh was m niost eases the eonimon link to the growing number 
ot shell Companies which often had their rcgistcred office, but 
not nivcssaiilv a nameplate, in'the same address as one or other 
ot the Reliance Offices around Bombay or Ahmedabad, and whose 
activities were put down as ‘trading and Investment’. 

bov example, Bemal Holding <Sl Trading Pvt Ltd had as 
dircctors the old Reliance Commercial Corp stalwarts Nar- 
ottambhai Doshi and Manubhai Sheth, as well as Vinod Ambani. 

Victor Investments & Trading Pvt Ltd was controlled by members 
of the Meswani family. Jagadanand Investment & Trading had 
Choksi and one Bhanuchandra Patel as directors. Many of these 
Companies were subsidiaries of a Company called Mac Investment 
Ltd, incorporated in September 1974 and with its registered office 
in the Syndicate Bank headquarters in Manipal. Dhirubhai and 
his extended family, plus in-laws and old friends like Rathibhai 
Muchhala, were induded in Mac Investment’s top shareholders 
in an annual retum at the end of 1983. 

The story is told that Vinod Ambani or some other executive 
once came to Dhirubhai to get some guidance on what to name 
the host of new Companies being spawned. Dhirubhai told him 
to get out an ancient Sanskrit scripture called ‘Vishnu Sahasra 
Nam’ (The 1000 Names of Lord Vishnu). Many of the Invest¬ 
ment Companies unearthed during later scandals did i adeed bear 
the names of divine avatars. 

If the nerve centre was the Reliance corporate headquarters 
in Maker Chambers IV Nariman Point, or wherever eise 
Dhirubhai happened tö be, the essential plumbing was at the 
^liare registry and transfer agency for Reliance, handling the 
ownership details and paperwork of the company’s shareholders, 
some 1.2 million by the end of 1986. The registry was often 
desmbed as in-house’ but was in fact a separate Company, 

Reliance Consultancy Services Ltd, which had several hundred 
staff of its own working in a large building in Bombay’s distant 
industrial suburb of Andheri. 

Dhirubhai met few objections to his accountancy fiom his 
auditors, in particular the firm of Chaturvcdi & Shah, which has . 
cleared Reliance’s books from the earliest days. One partner, 
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? N. Chaturved., spcnt a lot of bis working time in the Reliance 
head Office year round. The other name in the partnership is a 

Shah° 8 RC * anCe d,reCt ° r until tile carl Y 1990s, Jayantilal R. 

When Reliance wem through difficult patches, one device to 
H t ovcr PFO^^hility was to change the accounting year. 
Thus m 1978 when the removal of the High Unit Value Scheine 
Lioe a swit to the domestic market just as Reliance was going 
public, the Company changed from an October-September year 
to a January-December year, even though it had moved from a 

i OQ 7 Un a ' * ° n ^ two y ears earlier. In a later time of troubles, 
an i. 8, Reliance changed its accounting period in two 
successive years—making for four changes in 15 years, before 
April—March year used by most Indian Companies. 

One way to move the market is by weight of money. The best 
way, of course, is to use someone else’s money While Dhirubhai 
can rightly claim to be a father of fridia’s equity cult, another 
important guru was Manohar J. Pherwani, chairman of the Unit 
Thist of India for nearly ten years until November 1989. Though 
it was set up by an act of parliament as far back as 1964, the 
UTI had been quiescent until Pherwani’s arrival. Originally from 
Sindh (now in Pakistan), Pherwani was a desperately ambitious 
man, eager to make his mark, and willing to step outside the 
orthodox to raise subscriptions to UTI funds: for example, by 
sending mobile Offices around middle-class neighbourhoods and 
prosperous rural areas to sign up new investors at their homes. 
Düring his chairmanship the UTTs investible funds rose from Rs 
4.6 billion (in 1979-80) to Rs 176.5 bilfion (in 1989-90). Nitish 
Sen Gupta quotes J. R. D. Tata as remarking at a seminar iri 
Bombay that ‘the Capital market th^t N. K. Sengupta did so much 
to cieafce has become a pocket borough of the UTI chairman, 
M. J. Pherwani.’ 3 

Dhirubhai and Pherwani became dose, and their success fed 
off each other’s: Reliance’s rising share price meant rising values 
of UTI units; UTI’s heavy investment in Reliance helped 
Dhirubhai keep the price going up. 

Dhirubhai did have some funds himself. Reliance’s cash 
reserves could be lent to the associated investment Companies to 
buy shares, or dejxisited in banks as informal additional security 
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against loans to those investment Companies to buy shares and 
debentures. 

But more often, (he market was moved by Information or 
sentiment, and these funds used to take a profit. 

Until 1993 when the newly empowered Securities and 
Exchange Board of India applied new rules, India had no explicit 
law against insider trading, though Companies were forbidden by 
Company law from buying tfieir own shares. It was accepted as 
normal, however, for Companies to see that their share prices 
were boosted bv friendly brokers and Underwriters ahead of 
issues, and often for sensitive Information to reach some investors 
ahead of the public. Sharemarket research was not so much 
concerned with intelligence about a company’s performance as 
about which particular stock was being targeted for concerted 
price ramping and by whom. But Dhirubhai’s year-round Inter¬ 
vention in Reliance’s share price was, and remains, highly 
unusual. 

Tb categorise Dhirubhai as an inside trader, however, does not 
do justice to the scope of his activities. His willingness to ‘salaam’ 
anyone and his cultivation of junior staff and newcomers had by • 
the early 1980s created a huge network of friends in politics, 
govemment ministries and financial circles. Earlier, goodwill had 
been cemented by gifts of the famous ‘suit-lengths’ of material. 
After the float of Reliance in 1977, Dhirubhai was able to allocate 
parcels of shares or debentures from the ‘promoter’s quota’ of 
any issue, with a profit virtually guaranteed by ti.. gap between 
issue and market prices or by the prospect of convcrsion. 

Again, Dhirubhai was not unique in cultivating officials. Many 
Companies had their friends in the bureaucracy Businessmen liked 
to get dose to power, and .the officials looked to post-retirement 
jobs or opportunities for their children. But, as always with 
Dhirubhai, it was the degree. His ‘moles’ were not just in the 
ministries of direct relevance to Reliance—Finance, Industries, 
Commerce, Textiles, Petroleum—but in others like the Prime 
Minister’s Office and Home Affairs where the general powers of 
the government were wielded. 

It meant that a Signatare was barely on a document or file in 
the Ministry of Finance, for example, before Dhirubhai was 
informed. The inside trading was not just in the affairs of 
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Reliance Industries Ltd, but in the affairs «f the Government of 
India. 

ThT Intervention went beyond informationgathering, to the 
point of influendng or even Controlling key bureaucrätic appoint 
ments, and thereby influencing policy or its Interpretation. 

In many parts of India, govemment jobs have long been 
allocated by auction, the highest prices being fetched by those 
in revenue raising and policing agencies where the opportunities 
for corruption are greater. In what is regarded as the most 
debilitated state administrätion, that of Bihar, the auction is 
conducted more or less openly in a cafe in the main Street of 
the Capital Patna. In New Delhi, police promotions and Transfers 
are brokered by a well-known city Journalist. 

Th Bombay, the competition was intense arnong the handful 
of senior bureaucrats with financial sector experience for the 
chäirmanships and chief executive positions of the government 
financial institutions. Dhirubhai was active in the Iobbying when 
the top posts feil väcänt in the banks, insurance Companies and 
statutory authorities. And as one 'old acquaintarice noted, 
Dhirubhai would make a point öf telephoning all candidates and 
assuring each one of his support. Even if it were not really 
decisive, the winner might be left thinking he owed his new job 
to Dhirubhai’s backing. 

Dhirubhai 5 s most distinctive touch, however, was in his use 
of the press. Before him, G. D. Birla may have been equally 
master of the Licence Raj, and keen to buy public and perhaps 
divine favour by the building of temples and Colleges, but Birla 
disliked the press and never cared to mix with joumalists—even 
though his family owned The Hindustan Times , one of India’s 
strongest English-language newspapers. 'f 

Centuries öf shielding their wealth from over-extended maha- 
rajas and nawabs, or from a hungrv populace, had made India’s 
merchants wary of ostentation and careful not to be seen to be 
overstepping their place in the social hierarchy. In more recent 
times, the Licence Raj had unleashed packs of inspectors against 
private wealth, and businessmen had learned to lx v lectured by 
politicians and officials about the superiority of economic plan 
ning and directed Investment. 

Dhirubhai shared a certain contempt for the journalist. 
‘Throw some scraps to the street-dogs and crows before you feed 
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yourself,’ a family friend rcmembers him enjoining his sons 
Mukesh and Anil in the early days at Bhuleshwar But he 
recognised how powerful the press could be in moulding the 
thinking of the public and the politicialis. 

The huge advertising spend of Reliance gave him an automatic 
hold over many of the less established newspapers and magazines. 

By the early 1980s, the new technology of computerised compo- 
sition and photo-typesetting had led to an explosion of Publishing 
in Indiä, particularly in regioifal languages where it overcame the 
technical problems of complex Scripts in an economical way 
Gujarat was no exceptipn to this. Advertising ffom Reliance was 
an important source of revenue for the Gujarati publications in 
Gujarat itself, Bombay and overseas. 

Dhirubhai used his clout. The Gujarati columnist Kanti Bhatt 
remembers being called upon for help by a newspaper editor who 
had offended Reliance by printing a hostile paragraph, apparently 
fed by a rival Marwari-owned Company Reliance had immediately 
cancelled all advertisements. 

When he met Dhirubhai, Bhatt remembers him being furious 
even throwing a telephone at one point. ‘Mr Ambani called in 
h.s advertising managet and said: “Show me our advertising 
plans, Then he said to him: “Take out this particular newspaper" 

It meant a loss of Rs 600000 a year for that newspaper' After 
this charade, Bhatt went back to the editor and told him the 

w^tef »IT 5 a hat r thing C ° uld be written a S ains ' Reliance if he 
wanted the ads. The next .ssue was damage contr,!, and a very 

long and favourable artide was written,’ Bhatt said. Advertisine 
was restored. ! i J ' -— : - ° 

Later Bhatt was called in by Dhirubhai himself to find out 
why a Gujarati publication in Britain had suddenly begun print- 
mg a senesof articles critical of Reliance. After talking to the 
publisher, Bhatt reported back: ‘Sir, it is a plea for advertising ’ 

The p ea was answered, and the articles stopped. ‘You coidd 
multiply these examples by a million/ Bhatt said. 

Dhirubhai could not wield the same power over the big 
metropohtan newspapers. But he could and did culüvate their 
journalists and editors. The Indian press tends to be like most 
of the other key institutions in the country free, but in manv 
parts corrupt except at the very top. y 

Bombay’s underpaid financial journalists are used to receiving 
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gifts from busincssmcn wantine m.l.liriiv .. 

are happy to havc thcir sali, v 1,11 ,'V T P ro P netor ’ 
Conferences are followcd Ä 1" ? ,his wa ? Pre ” 
lones contain.no "k l l>uff<H mfals an<l drinks. and envc- 

reErtions officm on hand , ed ° U ‘ * ***■ 

n u i . inc wa y out The envelope System has 
flounshed most mtensely during bull runs on the Mock exchange 

inTew^ ° mpan y, ^.° atS anc ^ ’ ssues bave come thick and fast, 
. I -' 1 P ara 8 r,, l’ > n a big English-language newspaper means 
recognmon for a new Company pramoter 

f K* 1 ij S> ^* terS arc * cnoWn t0 pay the proprietors of certain 
as lona e restaurants for the privilege of being able to wait at 

ta es a. 1 collect tips. In Bombay some would-be business 
eorrespon ents are willing to eschew salary altogether and even 

öfter a monthly fee to the newspaper in retum for being accred- 
ited as its reporter 

Reliance was a pioneer of envelope joumalism. A senior 
commercial journaiist in Bombay recälls that joumalists would 
get vouchers worth up to Rs 2000 for goods at a Vimal retail 
outlet called I^affans. Some in senior positions would get regulär 
monthly payments, or issues of Reliance shares and debentures 
at par. Ämbani’s moles in the press were known as the “Dirty 
Dozen”,’ the journaiist said. ‘The point man was Rasikbhai 
Meswani. He was a thorough gentleman. His door was open 24 
hours a day for joumalists. People would go to collect on first 
of the month.’ 

Dhirubhai also realised that the reporter was not the final 
arbiter of what got published. He also cultivated desk editors and 
even editors. One who accepted Reliance debentures for himself, 
and help in arranging bank finance to pay for them, was Girilal 
Jain, editor of The Times oflndia for mueh of the 1980s. 

The dose joumalists in the ‘Dirty Dozen would not only be 
used to get favourable news about Reliance printed prpminently 
Tliey also became an extension of Dhirubhai’s intelligence net- 
work. askinc rival businessmen for their frank views off the 
^ ab^ft Reliance and then reporting them badc On the 
theory that nimour and gossip are more keenly heeded because 
they carry an aura of exdusivity. the pressmen would be used to 
plant opinions about the merits of Reliance acüvmes and the 

^CtocaMoErity r^Ustic network would tum up details 
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of illegal or embarrassing activitie« by nvals that could be , 
to obtain peace, or failing «bat, tumed over to authoriti« ff| 

punitrvr artion or harassing Investigation. * r 

Many of thc journalists regarded by their colleagues as bei n 
in the Rdiance pocket would indignantly deny bemg bcnighf 
Intimi some would have simply fallen for the perennialtrap of 
getting too close to a source that had given them rnany good 
stories — and then having too much friendship or ego involved to 
admit any negative ncws. An<* espedally for the news magazines 
that were the liveliest and fastest-growing section of the Ind' 
media in the 1980s— the last decade before privately owrl^d 
tdevision arrived with satellite broadcasts—Dhirubhai and Re! 
ance were a colourful and fresh story 

Itwa highly effective image-making Operation. But, perhans 
mevitaMy some acadental slips allowed the public glimpses of 
Dhirubhai s secret rnanoeuvres. 

FV^K M^K ing *T k * ed in 1983 when Rn^nce Minister 
Prarnb Mukherjee began giving some details in parliament to the 

response by non-resident Indians to the new sharemarket invest- 

r, he , had K “ n ° UnC ed “ Ws fct budget, in February 

in !L ° U , y , NWs had »**" Wlowed to make portfolio 
Investments m Indian shares but were not allowed to repatriate 

. The new System allowed NRIs, or Companies and 

■ . ... Wast 60 per cent by NRIs, to put money directly 

sh n . 30 s a res and to repatriate funds after selling their 
nares. It was implemented by the Reserve Bank of India in April 

> just as Dhirubhai was marshalling his re nonse to the 

War attack on his share price. 

m a written answer, tabled on 10 May 1983, Mukheriee said 
nat between April 1982 and April 1983, 11 overseas Indians 

rrVtr pUI ] C V ased s ^ ares and debentures worth a total Rs 225.2 
I KJn \~? en a ^° ut US$22.5 million) in two Indian Companies. 
Wl ^ )e ^ eve ^ that the two Companies were Escorts and 
tar & ets of the raider Swraj Find. On 16 May 1983, 
owever the Calcutta-based Business Standard reported that in 
ac a t e Investments had becn madc in one Company Rdiance, 
ö y mvestrnen t Companies overseas. Tt is Ixlieved that all these 
Investment Companies belong to Mr Dhirubhai Ambani himself, 
the promoter of Reliance Textiles.’ 

Answering questions from the leftwing Opposition hguie Prof. 
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Madhu Dandavate on 26 July Mukherjce listed thc 11 Companies 
allowcd to invesi in Reliance, all of which he said wcre Companies 
registered in the United Kingdom. Among the conventional 
names, two of the 11 stuck out for their cheekiness: Crocodile 
Investments and Fiasco Investments. The investments in Reliance 
accounted for 98 per cent of all investments made by NRls under 
the new scheine—suggesting to critics that here was yet another 
policy tailor-made for Dhirubhai. 

The tantalising clues were taken up by The Telegraph, a stable- 
mate of Business Standard in Calcutta’s Ananda Bazar ftitrika 
group, a hometown press that had little time for Mukherjee even 
though he vas a Bengali. On 16 September, the Telegraph ’s 
reporters foui l that the Companies named did not exist. Two 
months later, on 16 November, the Telegraph found that eight of 
the 11 named Companies had appeared in the UK registry—but 
that the applications to register had not been lodged until 27 
July 1983, the day after Mukherjee’s reply in the Indian Parlia¬ 
ment. AJ1 were made through one channel, on the instructions 
of a single dient. 

On 22 November, just as the parliament was about to rise for 
a week, Mukherjee tabled a correction to his 26 July reply: the 
Companies were actually registered in the Isle of Man—-the small 
island community in the Irish Sea. Mukherjee could have said 
he was technically right: the island is a British protectorate and 
pari of the United Kingdom. But like the Channel Islands 
between Britain and France, it has its own tax laws and derives 
much of its income from providing tax shelters for foreigners. 
Mukherjee conected some other minor mistakes in the Company 
names also- it was Crocodile Ltd and Fiasco Overseas Ltd. 

Ss asked how dosely the fentral1 bank hadi scrutinised 
the eligibiUty of the 11 Companies under the NRI sch ^^if the 
finanoe minister could not even gft their domiale nght. Pranab 
wXrjee: Minister of Frnance or Reliance?’ went the headhne 
in the T'UfrmpWs leader Facing.more quesüons m parliament and 
„ £1/ hmarh of nrivileee motion re|ected by the Congress 

an at ^ d . b 4 ' < ^X7 M Skherjee insisted the different place 
ma)onty) on 4 Decem^ J dif&rtmee’ about 

of incorporaüon ^ "Ot ma^>y ^ ^ ^ Rß , 

elipbüity ^P^ements about the majority shareholders, 
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dient eonfidrntiality II 
through the NRI scheine, 


‘black moncy* was bcing laundered 
(bete wert* other laws to takc care of 


it. 




ITic press soon followed up the Isle of Man clue. In January 
1084, India Tbday and other publications revealed that Company 
searehes showed the 11 Companies had been registered between 
1979 and July 1982, initially with various English names as 
directors. In July 1982, the ownership and directors had changed: 
suddenly 60 per cent to 80 per cent of the share Capital in each 
Company belonged to people with Indian names, mostly with the 
snrname Shah. In 10 of the ll Companies, common directors 
were two accountants domiciled in the Channel Island of Sark, 
Trevor Donnelly and his son John Donnelly, both well-known 
faciiitators believed to hold thousands of directorships in hold- 
ing Companies in vanous tax havens around the world. 

In eight of the Companies, the biggest shareholders were found 
to be one Knshna Shah, a resident of the English midlands rity 
of Leicester, and his wife, thiee sons and a daughter-in-1 aw. In 
five Companies, a couple called Prafui and Nalini Shah, living in 
Flushing, New York, were directors. Four Companies had one or 
other of two residents of Djibouti, Chimanlal and Jyoti Dhamani, 
on their board. Only in one Company, Tricot Investments, were 
Indian names not on the board. 

A mystified India Today reported that Krishna Shah was a 
former Leicester city councillor, born in Kenya, who had come 
to Britain in 1959 and initially worked as a train guard with 
British Rail, before opening his own shop and then setting up a 
small knitwear factory which employed only five people. Shah 
toid the rnagazine’s reporter he knew nothing about any Compa¬ 
nies in the Isle of Man. 

*• - . _i •?. ... • * • 

Someone in the Companies was remarkably well informed on 
investment conditions in India, however. On 20 August 1982. 
the RBI had lifted a Rs 100 000 ceiling on share Investments in 
any one Company by non-resident Indians. Three days later, three 
of the Isle of Man Companies applied to the central bank to 
invest Rs 20 million each in Reliance. Four other Companies 
applied together on 24 September. Six Companies made their 
share purchases on the same day 15 October, at the same share 
price, which was a significant discount to the then market price. 

While each Company had paid-up Capital of only £200, three 
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of them had managed to talk thc European Asian Hanl* to lend 
identical sums of US$1.65 million to cach, through thc banl's 
branch in Colombo, Sri Lanka, on 26 Octobcr 1982. All thrrc 
bought Reliance shares at thc samc pricc, Rs 128. 1 

It was a sound piecc of investigation, but no link with 
Dhirubhai had been found and many questions remained unan- 
swered. 

Had thc reporters spread their questions wider in the Gujarati 
diaspora, they might have discovered a very old connection. The 
leading name in Crocodile, Fiasco et al. was the same Kxishna 
Kant Sh ah and fellow Student activist whom Dhirubhai had 
helped spring from jail after the 1947 communal riot jn Junagadh 
(See pp. 13-14)^ ^- 

After finishing his education, Shah had gone back to join the 
family business in Kenya. In 1964 he moved to Britain on his 
own, working for an engineering Company for two years and then 
as a railway guard for eight years. In 1970 he quit British Rail 
and set up his own shop in Leicester’s Hartingdon Road, selling 
hardware, saris, Utensils and reügious statues, and living in a flat 
upstairs. 

His customer base was the fellow Gujaratis then congregating 
in Leicester after their expulsion from Uganda by Idi Amin at 
48 hours notice in 1972, and the more gradual squeeze out of 
Kenya by Jomo Keriyatta’s Africanisation” of commerce. By the 
mid-1990s, about one-quarter of the city’s 400 000 population 
were immigrants, about 80 000 of them South Asian. Almost all 
the 65 000 Hindus were Gujarati. 

Shah was not very interested in making money from his fellow 
migrants. Instead he sought their votes. In 1973 he got himself 
elected to the Leicester City Council, becoming the first South 
Asian on a city coundl in Britain, and served for ten years. ‘He 
was not a great businessman,’ rcdflls S. B. Khandelwal, proprietor 
of the Sari Mandir emporium in thc city ‘He would often dose 
up shop early to go on coundl business.’ 

Clearly, Shah did not have millions of dollars to put into 
Reliance shares, or the financial knowledge to set up elaborate 
ownership arTangements through the Isle of Man, where he had 
never been, or to take out loans from a foreign bank in Sri Lanka 
to finance the purchase of shares in fndia through an Isle of Man 
Company. 
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He had however kept in touch with Dhirubhai, and bis wif e 
Induben had becomc a friend of Dhirubhäi’s wife Kokilaben. ~ 
trips to buy textile machinery in Britain, Dhirubhai would 
Shah along, while Shah introduced Reliance’s export manager 
Rathibhai Muchhala to many of the South Asian retailers in 
Leicestcr. In 1972, Dhirubhai brought his wife and children to 
Britain for a holiday and the twb families spent söme time 
together. Later that year Shah’4 oldest son Sailash, who had just 
completed a diploma in textile manufacturing, went off to a job 
at the Reliance factory in Naroda, where he stayed five years 
befote returning to Leicester to help his father set up the new 
knitwear business. In 1977, Dhirubhai provided two cars for 
Sailash’s wedding. 

Knshna Kant Shah died in 1986, in the midst of a fresh 
controversy about the mysterious Isle of Man Companies. At a 
meeting in 1995, Sailash Shah maintained there had been no 
business connection between his father and Dhirubhai. Asked 
how it was that the Indian press and investigators had singled 
out his family as Dhirubhai’s fronts, he would say only: ‘I don t 
know how.’ 

That Dhirubhai did have a connection with the Isle of Man 
was indicated by the appearance in India during the mid-1990s 
of one Peter Henwood. An accountant running a Company in the 
Isle of Man Capital, Douglas, called International Trust Corp 
(later OCRA Ltd), Henwood had been instrumental during the 
1980s in arranging layers of ownership for Dhirubiiai’s offshore 
holdings through several tax havens. Dhirubhai had beeome dose 
to Henwood and his attractive wife, on whom he showered 
expensive gifts. 

Much later, Henwood tried to market his Services to other 
Indian businessmen. Dhirubhai became alarmed, and had Hen¬ 
wood followed on his visits to India. Tb protect his business 
interests, Henwood consulted a leading firm of lawyers in India. 

Over the years 1982 to 1984, Dhirubhai also met pioblems 
within the ‘Reliance family’. In 1982, junior office staff in 
Bombay petitioned the Reliance management about low salaries 
and being obliged to work long hours and on holidays without 
overtime pay Then they attempted to join a trade union, the ' 
Mumbai Mazdoor Sabha run by R. J. Mehta. Some 350 were 
dismissed without notice, ostensibly on grounds of a ‘reoiganisa- 
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tion, while othcrs wem transferred to Reliance » rs * r * ^»ujarat. 
The dismissed workers said muscle men had ^ a ten up one 
activist and a deputy personnel manager had wa v ' r ^ a pistol at 
a typist. 


In December 1983, Dhirubhai had hosted a special i'unch for 
all his 12 000 factory staff at Naroda to ctf'ebrate the w v edding 
of his daughter Dipti to Dattaraj Salgaocai; th" heir to a pros- 
perous iron ore mine in Goa. It was a love match—-Raj Salgaocar 
had been staying in the same apartment building in Bombay s 
Altamount Road as the Ambanis when he met Dipti—but a 
prestigious one for Dhirubhai, just as he had emerged as a tveoon 
himself. 

The bonhomie at the wedding covered some mixed feeiifigs 
on the factory floor. The Naroda workforce was seething. Within 
a few months, the textile hands were agitating for a wage increase, 
payment of overtime, and removal of contract labour. Dhirubhai 
effectively nudged aside his elder brother Ramnikbhai from man¬ 
agement of Naroda, and put his younger son Anil in Charge. In 
August 1984, the Company suspended 160 of its workers, and 
announced formation of a Company union, the Reliance Parivar 
Pratinidhi Sabha (Reliance Family Representative Union), indud- 
ing 6700 workers and 1800 staff. "The concept of unions has no 
place in our set up,’ the Company’s general manager for personnel 
and administration, H. N. Arora, told a newspaper. ‘We believe 
in participative management.’ 

Agitation continued within the plant On the moming of 28 
August, the Company announced suddenly that work was stop- 
ping, and the plant was dosed. Squads of Gujarat state police 
and police reserves waiting at the gate stormed in and chaiged 
the protestors with lathis (long wooden staves) and tear gas. 5 

Dhirubhai rode out this episode, but with regret. Not only 
had he lost the earlier affinity with his factory workforce, but 
arguments between Ramnikbhai Ambani and Anil had induced 
Dhirubhai’s elder brother to distance himself from the Company’s 

operations. 6 ... 

The blazing success as Dhirubhai proceeded to his triumphant 

general meeting in May 1985 carried some dark shadows_ Many 
of those who opposed him had been crushed m ruthless displays 
of the state power he could manipulate: the police lathis and tear 
gas that feil on his own workers. the tariff changes and tax raids 
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that hit bis Business rivals. or the ignominious transfers given to 
civil seivants who hcld up his plans. 

1 he Opposition partles had been alerted to his Connections 
with the tuling Congrcss Party and Indira Gandhi’s office. The 
verv tcsistance met by any query about Reliance only encouraged 
politicians likc Janata’s Madhu Dandavate, the Marxists’ 
Somnath Chatterjee or the Bharatiya Janata Partv’s Jaswant Singh 
to press harder. Dhinibhai had a growing list of critics, and 
enemies to feed them questions. It only required a sudden 
reino\al of his high-level protection for his complex fast-growth 
Operation to bc dangerously exposed. 
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O n 23 November 1985, Bombay’s sensation-seeking weekly 
tabloid Blitz came out with a cover story that soon had 
more than the usual erowds browsing at the nevvsstands. 

BIG 3 IN MAHAPOLYESTER WAR y ’ shouted the front-page 
Headline. 

‘It’s a Mahabharata War, or rather, Mahapolyester War—in 
Indian big business style,’ began a lengthy report that took up 
the wholi of the front page, and spflled into two full inside pages. 

‘Thcie are only Kauravas, no Pandavas, and no Lord Krishna. 
The reason is that none is without blemish. The fight is neither 
for inheriting the earth nor the heaven, but for one of the most 
lucrative industrial markets—that is, polyester filament yam, 
where profits soar around Rs 8TTtcTRs 100 per kg.’ 

' _ Nbt~bnl)r that. Blitz töld readers in a front-page subheading: 
‘The Mahapolyester War goes beyond the industry to apocryphal 
stories involving serious political repercussions. According to New 
Delhi’s grapevine, the old Pranab-Dhawan-Ambani axis responsi- 
ble for Reliance’s booming fortune? is currently reorganising its 
'scättered forces with VP Singh, the Hnance Minister, as its 
principal target.’ 

Pictured as contestants in this dark war without heroes were 
Dhirubhai, along with two competing textile magnates: Kapal 
Mehra of Orkay Silk Mills and Nusli Wadia of Bombay Dyeing. 
Among jhese Kauravas fighting each other, Reliance (Dhirubhai 
Ambani) and Orkay (Kapal Mehra) are the principal combatants, 
with Bombay Dyeing (Nusli Wadia) on the sidelines. Thanks to 
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Krliam r and Us vast patronagc and moncy power, Orkay got eh«* 
wixmg cml *>1 the sword, with ihc rcsult that thc patriarch of the 
hunity s|H*nt Diwali in jail aller live attempts to bail hirn out 

had failcd." 

Witz's editor, Russy Karanjia, was right that a corporate war 
was about to spill over into politics. But his artide was wrong 
ahout thc main battlc. Kapal Mchra had just sperit 15 days in 
jail over thc testival of lights (Diwali) marking thc new ycar in 
thc Hindu ealendar. Hc was facing massive penalties on charges 
of evading cxcisc and eustoms duty. Earlier, his son had been 
abducted ncar Orkay ’s Ifotalganga factory, beaten up and dumped 
in a drainagc ditch some miles away Mchra was already knocked 
out of the combat. 

ln the bigger fight just warming up, Nusli Wadia was 
Dhirubhai's opposing gladiator. And while Wadia was bleeding, 
Dhirubhai was on thc back foot. After his accolades at the 
Reliance shareholders’ meeting in the Cooperage Football 
Gtounds in May and the oversubscription of the Rs 2.7 billion 
F series of debentures in June, things had started to go badly 
wrong for him in the second half of 1985. 

But Blitz was correct in painting this Fight over a mundane 
textile and its Chemical inputs with the colours of an epic. 1t 
went on for years, reached to the highest levels of politics, 
dragged in some of India’s best talents, sullied some of them and 
made heroes of others, and caused governments to fall. Far from 
beine a tabloid beat-up, the Great Polyester War was central to 
Indian politics, for critical years in the 1980s—to the pomt where 
one former minister in the central government could state, wi 
only a little exaggeratiori, that JThe course of Indian po ltics is 
decided by the price of DMT [dimethyl terephthalate]’. 1 

According to stories put out by Reliance sympathisers over 

the years, the war began with a snub. 

Back in the late 1960s and early 1970s, the social gap ^ twe . 
Dhirubhai and Nusli Wadia could not have been much wie er 
two people in the same industry. Dhirubhai was a paan ( c c 
nut) chewing trader roaming from dient to dient in y on 
to seil his polyester and nylon yarns, flashy in persona tas e , 
and with a small-town Gujarati social background. 

In Bombay, Nusli Wadia was Establishment, The Wadia *^7 
were Farsi, followers of the andent Zoroastrian religion in ts\ ■ 
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who had flcd.to the west coast of India in the 10th Century 
to escape forcible conversion to Islam. In the 18th Century, 
VVadias had become shipbuilders to the East India Company 
Surat, constructing the famous Company sailing ships d 

•indiamen' which carried cargoes of calico, silk, tea, -d.goand 
opium in their capacious holds, and rows of cannon in g 1 ^ 1 
Xng their sides to fight off pirates or force their way mto 

When British commerce shifted to Bombay, the Wa< j ias 
Iowed and joined India’s first wave of modern industi^isj^- 
In 1879, they set up Bombay Dyeing ^ Manufacturing , ^ 

moved from dyeing of cotton yam into s P^ n1 ^ ,. , father> 
then into wcaving of cotton textiles. Under Nus '■ 

Neville Wadia, chairman between 1952 and 1977 
continued to modernise, and became one of India g 

2 fSWadopted English way, jftggj 
Bombay ^Sllfvw“ “‘arriTd 

is . ssäs 

League in p P Bom5ay ’ s Malabar Hill, though Jinnah 

lived in a ig ^ CTeate d Pakistan of his dreams after 

was to mov ^ within a month of its creation. 

the Partitron, g „ith all the advantages, and had 

Nusl. Wadrahadbeen ^ ^ ^ ^ ^ Nusli held 

Briüsh dSenship and travelled widely As Dhirubhai was begin- 
B uo P from the yam market, Nusli had just returned 

""’L n ' the family business. He was in his mid-twenties—some 
12 vearsvouneer than Dhirubhai-handsome in an acqu.l.ne way 
dres 'ed in quilt but classic English fashion, and always cuttmgly 
direct in his impeccable English. He moved around in a lore.git 
a u f-. the familv’s waterfront mansion and the compa- 
, ntr^entr y stone office building, Neville House, in 
the S grandly laid out old business district of Bombay, Ballard 

ES The Pbrsis, like many colonial elites, went through a crisis of 
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sclf-esteem when the colonial power went home without them. 

Their own self-image became one of failure, eccentncity and 
emasculation. The younger Wadia was the great exception. He 
was anything but inclined to relax and live off inherited wealth. 

In 1971, his father wanted to seil off the Company to the 
Calcutta-based Marwari tycoon Rama Prasad Goenka and retire 
abroad. Nusli Wadia, then 26, -enlisted the support of the Tata 
patriarch J. R. D. Tata to help in a shareholders’ battle against 
the sale, and rallied 700 employees in an offer of a staff buy-out 
of some shares. His father dropped the sale, and after handing 
the Company over to Nusli in 1977 settled in Switzerland. 

It was the first of many battles in which Nusli Wadia showed 
his remarkable fighting capacity when he feit his own vital 
interests, or those of friends who sought his help, under threat. 

Wadia was never inclined to take a public stage. He did not join 
business associations and appear constantly at Conferences and 
Seminars like many other big businessmen, or host lavish parties 
in hotels. He avoided the press. But he developed a wide circle 
of friends and contacts who came to appreciate his fearless advice. 

Among them were tycoons many years his senior, like Tata and 
later the press baron Ramnath Goenka of the Indian Express. 

The Ambani version of the snub is that Wadia simply refused 
to buy C. Itoh yarn from Dhirubhai, for reasons that are not 
explained. Another Variation is that Wadia kept Dhirubhai cool- 
ing his heels in the corridors of Bombay Dyeing. 

A more elaborate version is that Dhirubhai calied on Wadia 
at Neville House during the early 1970s, and made a presentation 
about the superior quality of his C. Itoh yarn. Wadia questioned 
the backing for this claim, whereupon Dhirubhai pulled out a 
copy of a test report made by Bombay Dyeing’s own laboratory 
for internal Company use. Wadia, according to this version, told 
Dhirubhai that next he would find Reliance telling his laboratory 
what to report, and that he would not deal with him.2 

Dhirubhai has not mentioned this incident, and Wadia has 
told inquirers he has no memory of it or any other such 
encounter with Dhirubhai, though he could not completely 
exclude it as a possibility. Whatever the case, Dhirubhai clearly 
c t put down and, according to many later articles by friendly 

ters, nursed the hope that one day he would have Wadia 
commg to him as a supplicant. 
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his father a« Bombay Dyei np TV ,er Wadla took over from 
cotton mil! .l.rmly intothe Live J'' < " 1 "T mwes to ?<■' »»* old 
1978. Bombay Dycing applied ,o Ncw^lW ^r" T'" 

«p a DMT plant, and in Decemher Z. I,eence to 

of inten«' (a prcliminary appmvai/^ rT,''V C . C f ed a ‘ letter 
DMT plant to be located aVRuJan» ' * ^ 

b apf Ti d Bombay 

was just moving M the *“• Dh “ 

vam ireino HMT * u- . PP*Y 1Il g for a licence to make polyester 

haTeicor ^ ( “’l ***<«*• Bombay Dyemgv ould 

KT,"' ° f ^ V hree »urces of the Chemical, 

ZI * . W,th ln f dlan Betiochemicals Ltd near Bombay and the 
Bonga^on rcfinery in the eastern state of Assam. Y 

„JhVT Bave been in a position to apply Dhirubhai's 
* nck °f 9all>ng down higher tariff protection and then 
squeezmg a b.gger. profn out of dependent cUents-who would 
indude the new Reliance plant 

m H f T S n0t d ° Se t0 *** prime minister * Morarji Desai, 

Nush Wadia had a good image with the Janata government, partly 

through Connections in the Hindu nationalst party in the ruling 
coalition, the Jana Sangh, predecessor of the Bharatiya Janata 
Party The Scindia family, one of the great Maratha ruling families 
and hereditary maharajas of Gwalior in central India, had had a 
business relationship with the Wadias through an investment 
Company that gave them indirectly a minor shareholding in 
Bombay Dyeing. Madhavrao Scindia, the cricket-playing scion of- 
the family had entered parliament with the Jana Sangh before 
Crossing to Congress, where he later flourished as a minister. 

But as the months wore on 1979, nothing happened with 
Bombay Dyeing’s licence, which normally followed about six 
months after the letter of intent. Then the Janata government 
feil, and new elections were called. 

Not long before the vote, Wadia received an invitation to 
come to New Delhi late in 1979 to meet Indira Gandhi and her 
son Sanjay. He arrived in the Capital with some presentation 
copies of Bombay Dyeing’s new corporate history, marking its 
centenary year, which he feit might be of internst particularly as 
Gandhi’s late husband Firoze Gandhi had also been a Pärsi. 
Wadia was directed first to meet Sanjay Gandhi, who made 
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a hlunt demand for a political donation. Wadia dcmurrcd. Tm 
sorrv. wr just don’t do that/ hc said. None of u*—the latas, thr 
Mahindras, us- give moncy to political parties. We do not have 
black inoome. It’s just not something we do.’ 

C>n being shown in to Mrs Indira Gandhi, and having pr^. 
sented the Company history, Wadia broke the subject directly ff r 
knew the rcason he had been $ummoned, but reaily it was not. 
the way his Company operated. He talked on, then noticed Indira 
was doodling on papers on her desk, looking away Whdia took 
his leave, and received a curt nod from Indira Gandhi. 

Two or three months after the Congress win in early January 
1980, Wadia again received a call to New Delhi from Sanjay 
Gandhi. Having endured imprisonment and sustained invective 
for his Emergency excesses during the Janata period, Sanjay was 
now even more firmly ensconced as Indira’s Crown Prince. 

‘From being a wielder of authority delegated to him by his 
mother, he had now become her partner in power,’ wrote the 
commentator Inder Malhotra. . . . At this time Sanjay’s power 
was at its zenith and practically, irresistable. Ministers and top 
civil servants vied with one another to do his bidding, however 
arbitrary Those having qualras about this soon found themselves 
in trouble; politicans were sidelined and “recalcitrant” bureaucrats 
were summarily removed from their positions, humiliated and 
often kept waiting for months for altemate, usually inconsequen- 
tial, postings.’ 3 

‘You lied,’ Sanjay greeted Wadia. ‘Tata and Mahindra have 
paid.’ This was almost certainly a bluff. Mahindra, another big 
Fhrsi Company, which made Jeeps and machinery, and Tata were 
unlikeiv to risk their reputations by illic.it payments, certainly 
from their central managements. But many years later, souices 
dose to the Congress Party insisted that some contribuüons had 
in jee gone to Indira Gandhi from the Tata group’s flaeship, the 
ata ron &. Steel Co then under one of the most powerful 
barons in the loosely held Tata empire, Russi Mody 

t was clear that Wadia would get his licence only one way 
ew months later, however, Sanjay Gandhi was abruptly 
remo\e rom the scene. Sanjay had been accustomed to venting 
is energy y taking up a light aircraft for aerobatics over New 
Dh * a P* ane truported duty-free by a Hindu guru, 

ra ra imachari, another controversial addition to Indira’s 
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cirde On the morning of 23 June 1980, thr plane crashed 
' a wooded anca in New Delhi, killing Sanjay imtandy 
11 Tlac state funeral was marked by excesses of sycophancy 
cxprcssions of relief were voiced in many quarters all ovr r 
1 dia Indira allowed a posthumous personality cult to be con- 
< ructed a round her late son—but then realised the beneficiary 
^ this would be Sanjay’s widow Maneka, whom Indira det.ested. 
This speeded up the political induction of Indiras eldest son 
Raih’, who had been working as a pilot with Indian Airlines an 
keeping out of public attention as much as he could. Rajiv ha 
strong mfeThdttgsabmit entering politics, and his Italian-bom e 
Sonia oppo °d it, though she and Indira got on well. But at th 
end of 1980, Rajiv left his airline job and adopted the uru omi 
of politics, the Indian-style kurta-pyjama suit, to bec oir ' e 15 
mother’s prindpal secretary. In June 1981, Rajiv was electe o 
parliament from his brother’s constituency and made a Genera 
Secretary of the Congress Party at the end of the yean 

It was to Rajiv Gandhi that Wadiä tumed for help to unblock 
his licence, some months after Sanjay’s death. Rajiv was sympa- 
thetic to his complaint. *If injustice has been done to you, I will 

see that iustioe is done, he promised. 

Some time later, they met again and Rajiv said he was 
extraordinary resistance to his inquiries m particular from 
Indiras private secretary R. K. Dhawan and from dte Congress 
member of parliament (later Home Minister) P C. Sethi. 

Rut Raiiv’s efforts eventually succeeded, and in June 1981 
Bombay oUing received its licence for the DMT plant-two and 

3 Ä heilig bought a DMT 

plant second-hand from an American Company, Hercofina and 

Ead it dismantled and shipped tp India in ™o “ns,^rnents a 

the end of 1981. When the shipments amved in Bombay 
tne ena or deared by Customs for nearlv four 

Company could notgetthem dp md g Srinivasan . (hen 

mdered !rÄ> ^ «nt inspection of all Contents. On leaving 
ri^ S^rservicfsome years later. Srinivasan was mta.ned as 

" Dhfrubhai “ued to enjoy beneficial po.icy changes 

of fnends lihe Finance Minister Ptanab 
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. imlira's secrctary R. K. Dhawan. After the raising 
M,,khcria "".tervarn just after his fotalganga plant bccamc 
pf ,,u ‘y "" ücences for elcpansion came promptly after Mge- 
opuanon. . t j„ ns j n t hree months, August to October 1984, 

Rdiance was given letters of intent for a 75 000 tonne a year 
purified teraphthalic acid (PTA) plant at fätalganga, plusa 
45 000 tonne a year polyester staple fibre plant and a 40 000 
tonne a year monoethylene glycol plant. In addition, the fait 
accompli of its 25 125 tonne polyester filament yam plant was 
retrospectively ‘endorsed’ by raising the permitted eapacity from 
12 000 tonnes. Small wonder that the magazine Sunday (also of 
the Ananda Bazar Patrika group) reported the Reliance bonanza 
under the headline ‘Pranab Mukherjee’s Slogan: Only Vimal. 4 
The Reliance move into PTA production gave a big clue to 
the source of Bombay Dyeing’s problems, as it showed Dhirubhai 
was also moving up the petrochemical stream to establish himself 
as a rival feedstock supplier to the fast-growiu ö pol) *. *er industry 
At that stage, no one eise was making PTA. 

According to background notes circulated in 1985 by Reliance;! 
Dhirubhai had already begun switching his Ratalganga yam plant 
over to PTA feedstock and had completed the conversion during 
the first quarter of 1984 At that point, the Petroleum Ministry 
and the Industry Mii istry had been notified, and Reliance 
cleared to import its requirements of PTA. Out of the 13 
polyester units then in production, four others also began to use 
PTA for part of their feedstock requirements. 

As we have noted, PTA was a substitute feedstock for DMT 
in the production of polyester. Both are usually made from the 
Chemical paraxylene, which in tum is produced by Cracking’ the 
flammable liquid hydrocarbon naphtha, found in natural gas and . 
petro eum liquids. Each feedstock had its advantages and disad« 
conta^ CS had been in use longer, and needed less expensive 

pnxeHTJ j T d PiP ‘ ng in P laM ’ but 111 .*»* Porter 

for whirh P ' UCe e ,oxic aicohol methanol as a by-product, 

in 1949 a n a H r K C0V r? y D SyStt . m WaS needed P™- first made b y ICI 
purificatinn ^ ° nt " n .1^®’ re quired a more sophisticated 
Stringent contmTT corrosion '[e slstan t equipment and more 

gave a better yielcHoüle ra "T" 8 ' ^ P°'y e * ter P roductiorl 

paraxylene and MEG inputs. In practice, 
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most polyester fibre plants wcre able to usc either DMT or PTA 
with minor adjustmcnts that could be madc within a fcw months. 

Tlie licensing dclays added to the cost of Bombay Dyeing's 
DMT plant, and it took Wadia more than three years to get it 
rcconstructed and operational at Patalganga. But when it started 
production in April 1985 it was still a low-cost entry into a 
product that became the mainstay of Bombay Dyeing’s sound 
profitability through to the late 1990s. 

Up until then, the only domestic supplier of DMT was 
govemment-owned Indian Betrochemicals, which made 30 000 
tonnes a year against an estimated demand of 80 000 tonnes of 
DMT/PTA by Indian polyester producers in 1984. By the end of 
1985, polyester output was expected to jump to about 150 000 
tonnes, requiring 160 000 tonnes of either DMT or PTA.. 

From April 1985 Bombay Dyeing would be well-placed to 
capture this market, in competition with Indian Petrochemicals 
and with the other govemment-owned producer, Bongaigaon 
Refinery & Petrochemicals, which began its 45 000 tonne a year 
production in July 1985. But if Reliänce started using PTA and 
managed to persuade many other polyester producers to do the 
same, the new DMT capacity risked redundancy. 

As Wadia got his plant into Operation in 1985, he encountered 
a sustained stream of press commentary describing his second- 
hand DMT plant as ‘junk’ and DMT itself as an obsolete’ 
feedstock that would soon give way to the • more modern PTA. 
Many of these comments appeared under the by-lines of those 
journalists who later became known as core members of the 

Reliänce ‘Dirty Dozen’ in the press. > 

Dhimbhai, as we have seen, was then in his most triumphant 
phase in the eyes of his investor public: But his political support 
had been drastically undercut, though it was not to become 
evident until later in 1985, when,the struggle for supremacy in 
the polyester industry became a more evenly balanced, tooth- 

and-nail fight. 

The cause was another violent death in the Gandhi famxly At 
the beginning of June 1984, Indira Gandhi had ordernd the 
Indian Army into the Golden Temple in Amritsar, the holtest 
temple of the Sikh religion, to clear out the Sikh fundamentallst 
Bhindranwale—a monster she herseif had helped create by pro- 
moting him as a rival to the Akali Dal, a Sikh party which 
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roiisistcnlly outpo»« 1 ^ »Hj. TI* 

for ^ »nd cvrntiially the army wert tank, , n „ >1 

<„Muc Bhindranwale s wcll-fort.fled rcbcls. n„ ' S 
,plc itwlf «äs damaged, and important adjoinin» | 
Hcstrovrd. Sikhs feit their holicst shrine had becn dtfliJl? 
violcncT On the moming of .31 October 1985, Indira „.A 
into her gaidcn and was shot at dose ränge by two Sikhs i n 

bodvguanJ. ( . 

Her surviving son Rajiv was swom in as prime minister lat 
the same day by the President, Giani Zail Singh, and confirmed 
by the Congress Party soon after Indiras funeral. Elections Were 
due early in 1985 on the expiry of Indira's five-year mandate in 
any case; Rajiv brought them forward to early December, and 
rcceived the benefit of a massive sympathy wave, lifting the 
Congress share of the vote to 49. 1 per cent (ffom 42.3 per cent 
in December 1979) and winning an unpredented 401 seats (soon 
boosted to 415 in by-elections) out of the 545 in'the Lok Sabha. 

Despite his affection for his mother, Rajiv had been distant 
lorxg enough from Congress drcles to pick up the deep resentment 
on the pari of many Indians* at the pervasive corruption she had 
engendered. But for the sympathy vote, Congress might even 
have lost the elections, had its diverse opponents worked together. 
As an aviator and enthusiastic Computer buff with many friends 
working in North America and Europe, Rajiv was also aware of 
how new technology was helping to sweep asiae regulatory 
regimes and (inpower individuals elsewhere in the vvorld. He 
decided India and its politics needed to be opened up. But an 
element of hubris quickly crept in as well: Rajiv soon came to 
>e ieve that i he sympathy vote was actually enthusiasm for 
"T »"d hi, barely understood policies. 
sacked °r^ * ! !! St casua ^’ es were key friends of Dhirubhai. Raj* v 

hours of hi« aWan ^ r ° m pHme minister’s otficc widnn 

And in first cabinet l r r C 

that was eventuallvt l mmister with VR Sin « h ’ f. L 

and then Rajiv himself ^ d ° Wn the heavens on ,W)th Dhirub ^ 

controversial poliri!? 5 Was to ^ con te one of India $ al0 *| 
m some sections 0 f ^ enormous trust and hopj 

Clet y intense hatred as an opp<> 


in d 
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, is< . traitor in othcrs, and ultimatcly a lot of disappointment 

;t1 d disiHusionmcnt» 

His childhood shapcd him as the loncr he became in politics. 

\t the age five, he was given by his natural parents in adoption 
to the chiMless Raja of Manda, one of the small principalities in 
^ (tar Pradesh. He grew up amusing himsclf in the raja’s ram- 
shackle palace, and spent long spells in boarding schools. The 
raja was an alcoholic, despondent man dying slowly of tubcrcu- 
losis whorn Singh was allowed to see for five minutes a day, 
sitting at a distance to avoid infection. At school when he was 
i n j ne Singh was approached by another boy who gave him an 
jce-cieam. ‘You don’t know me, but I am your elder brother,’ the 
boy said. And don’t teil anyone at home that you met me, or 
eise they’ll move you to another school.’ Singh passed into the 
care of a guardian at the age of 11 when the raja died, and some 
years later was taken back, much against his own will, by his 
natural parents. He studied law, and later physics with an eye to 
ioining India’s atomic energy reseacch centre in Bombay, but 
settled on politics at the age of 38 when he won a Congress 
ticket to stand for the Uttar Pradesh state assembly. 

[ In the Emergency he stood by Indira and Sanjay, and on 
Indira’s retum was installed as UP’s chief minister He was 
efficient and honest, but attracted most notice by gnnng pohee 
informa! powers of summary justice to deal with the banditry 
sweeping the state. About 2000 alleged criminals d.ed m encoun- 
tTrs’ with police. It was a sample of the ruthfcssness S.ngh could 
Show But P it was counteiposed with a diffident streak to Ins 
character A dabbler in painting and poetry, Singh often wnhdtew 
into himself. At critical moments, he would hesttate to comnut 
himself. His most heroic roles wereforcedupon.rn. 

As RajiVs finance “d^f Rbruary 

1985* for the 'year'starting 1 April, Singh slashed income tax rates 
and wealth L, and abolished death duty '^«na j.cens.ng 
laws were also relaxed and Investment approvals streamlmed. Tlus 

new wave of reform sparked a stoc mar et ™ , Sineh 

Bu, Business chcles were less happy ftom -dje- when Smgh 
beean anplving his second budget promise. The counterpart o 
lower Z mtes he had wamed, would be stricter enfotrement. 
^ agTndes under the Ministry of Finance that pohee the 
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lw , bcean «kfe and inapcctions against some of 
economic '»'f houses for allcgcdly evadmg excise, conceal- 
best-known ‘ fonds of f s hore. The targets induded the 

ing income. o PJ ^ ^ firm ßrooke Bond, t he shoemaker 

Tatagroup s ‘ ’ Vijay Mallya, diamond dealers, and 

S" the othet Polyester maker at Batalganga, was assessed as 
Zne Rs 105 million in evaded exeise and fmes. Its owner, Kapal 
Mehra was personally fmed Rs 5 million. Among those arrested 
for alleged foreign exchange violations were the paper and Chem¬ 
icals tycoon Lalit Mohan Thapar, and the 82-year-oId machinery 
entrepreneur Shantanu Kirloskar. No one feit safe from Singh’s 
inspectors. 

Rajiv’s new broom was also sweeping doser to Dhirubhai. As 
his DMT plant moved doser to production, Nusli Wadia had 
been lobbying hard for greater protection against imports of DMT 
and PTA. In particular, he argued that trade policy should Support 
the big investment in domestic DMT capacity by Bombay Dyeing 
and the two state producers. Allowing a switch to PTA meant a 
loss of foreign exchange on,imports that could be substituted 
domestically 

A ‘secret’-level note circulated by the head of the Petroleum 
Ministry, G. V Ramakrishna, on 16 May 1985 to Rajiv’s eco¬ 
nomic adviser, Montek Singh Ahluwalia, and the Finance Secre- 
tary, S. Venkitaramanan, discussed Bombay Dyeing s plea for 
greater protection for DMT At that time, both PTA and DMT 
attracted a customs duty of 100 per cent plus an auxiliary’ duty 
of 40 per cent. PTA could be imported on the ‘open general list’ 
(without licence) while DMT was on the ‘limited permissible 
list’ — meaning that imports needed prior government permission 
after verification to see that domestic competitors were not 
damaged. Bombay Dyeing asked for PTA to be shifted also to 
the limited permissible category, and for basic customs duty on 
both to be lifted to 150 per cent. , 5 

Ramakrishna said his ministry had examined the request and 
was recommending that the first measure be adopted—that PTA 
bt temoved from the freely importable list. But in view of this 
and other comparative cost considerations, the ministry did not 
— any need to increase import duty on PTA and DMT 

us, as Dhirubhai was holding his open-air shareholders 


see 
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meeting in Bombay on 2» May „85, ,h, government w „ 
nimnng u^nh ylecislon that would have a ,lras„, .ff,,, „ , 

srÄTiwi“; zjt ,nm 

;:;^«c h cf f 'I A was p,aced on the 


D „rubha, was not worried. For a 90-day grace period fron, 
29 May »he government said it would allow those ITA Imports 
for which irrevocable letters of credit had been opened against 
firm contracts by 29 May It emerged that,.by the time of the 
notif.cat.on on that date, Reliance had opened such letters of 
credit for 114 000 tonnes of FIA-more than enough to supply 
.ts exist.ng and planned polyester capacity through to the opening 
of its own PTA plant expected at the end of 1986. 

Moreover, the letters of credit had been opened in a burst of 
frenetic activity with several banks over 27 to 29 May, up to a 
few hours before the import policy change was announced. One 
revolving credit from Canara Bank for 2000 tonnes of PTA a 
month up to 30 June 1985 had been enhanced on 29 May itself 
to pay for 12 000 tonnes, and the shipment date extended to 30 
June 1986. Letters of credit were taken out also with the foreign 
banks Societe General, Banque Indo Suez and Standard Char¬ 
tered Bank on contracts signed sonne months earlier, for a further 
42 000 tonnes. 

On 27 May, Reliance had got an entirely new contract for 
50 000 tonnes of PTA registered with the Petroleum Ministry in 
New Delhi, and covered the same day by letters of credit from 
Standard Chartered Bank, Societe General and the State Bank 
of India at their Bombay offices. The Exchange Control Manual 
for banks in India required imporflers to submit original copies 
of registered contracts before letters of credit could be opened 
Getting this all done during office hours in one day between Nevs 
Delhi and Bombay seemed a miracle of logistics. 

The government was unhappy to learn that its polky change 
to protect tlie domestic DM1 industry had been so stunninglv 
thwarted. It was even angrier as it learnt the details ol the 
three-day Reliance rush to open letters of credit, suggestmg the 
possibility that the pending policy change had been leaked to 
the Company Authorities told Reliance that tlu 10-day gtace 
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>00 tonnes baving arrivcd, Reliance took the 
aenMo conri about the remaining 100 000 tonnes, arguj 
the eut-off date was arbitrary and in violation of the ioi r ,|j f 
■ -ycar guarantee of stability in import policies prior t 0 y () 
av ft also argued that it had ‘switched over’ to PTA, and that 
to go back to DMT as a fcedstf)ck would require crores of rup ees ' 
(one crore = 10 million rupees) plus new equipment and take 
‘several months’. 

A single judge in the Bombay High Court awarded Reliance 
a ‘stay’ on fite government's decision, and authonsed the Com¬ 
pany to import 5000 tonnes which were already available for 
shipment. For the remaining 95 000 tonnes, the Company should 
approach the government for a supplementary licence—on which 
the government should decide by 31 Octöber, failing which 
Reliance could revert to the court for further interim relief. 

The government appealed against this Order to a more senior 
bench of two judges in the High Court. WhiJe waiting a hearine, 
the import duty on DMT and PTA was raised a further 50 
percentage points to a total 190 per cent. This did not deter 
Dhirubhai, as international market prices of the two feedstocks 
were failing rapidly. In court on 28 October, the government 
argued against the clearance of the 5000 tonnes permitted by 
the lower court, and for removal of the 31 October deadline for 
the remaining 95 000 tonnes. The bench dismissed the appeal, 
>ut agreed to stay clearance of the 5000 tonnes—the shipment 

HciS ue * n Bomba y tbe next day—for seven days to allow the 
government to appeal to the Supreme Court. 

Fhis the government did. On 4 November, the Supreme Court 
cided to allow Reliance to clear the 5000 tonnes of PTA but 
week? 11 P encBn S se ttlement. The government was given three 
with th#* u r tS an ^ Bebance a week after that to respond, 
Ir th#> k!^i 0,irt to ma ^ e a final decision within Decembcr. 
nres«; umk ^ ^° Und of the htigation, Reliance kept feeding thc 

Bombay DydnjA DMT a " Cged,y unncce P table B ua,it y "f 
Dolw«J.r ~ a 8 U , made at jts ‘seeond-hand plant'. A small 

Ministrv’c ^ UCCr Ca ^ e( ^ Swadeshi Polytex had told the Industry 
defects in a ft ,rector 'General of Technical Development about 
-tonne DMT shipment from Bombay Dyeing: sacks 
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pposed to contain DM1 pclicts werc 20 to HO prr ccnt powder, 

‘ k partides were found in the pcllcts, bits of thrrad, metal 
^ ;VO od werc found in the bags, and so on. The picturc paintrd 
*., l5 of Bombay Dycing pumping out filth from a wheezing, 
K«-*lcte plant, and angling for massive protection so it could jack 
J prices to stmggling yam makers. 

The lobbying and propaganda war became frenetic in early 
November: Reliance issued press notes which played up the cost 
anv j difficulty of Switching polyester plants back from PTA to 
OMT it was like modifying a diesel engine to run on petrol. The 
nodification vvould involve ‘huge expenditure’ and take nine to 
12 months. Another note put the- investment at Rs 58.6 million 
(then about US$4.6 million) and the time at 12 to 15 months. 
If Reliance could not get its PTA, work would stop, with huge 
numbers of workers laid off. On 2 November, another polyester 
producer J. K. Synthetics actually announced it was suspending 
pioduction at its plant in Kota because it was unable to get an 

Import licence for PTA. ' 

The private war got dirtier. According to the Bombay tabloid 

Blitz two ‘campaign briefs’ were circulated by the Reliance office 
in New Delhi among MPs, offidals and others. Orkay was 
accused of pledging the same stock with banks several ümes to 
get loans issuing bogus bills, claiming tax rebates on non-existent 
Sucuon anl under-invoicing Imports of polyester chtps to 

"wiAhis earlier exdse evasion case still being heard, Orkay 
Silk Müls^ehm «L armsted on 1 November 1985 on another 

S u H uZ allegedlv evaded Rs 15 million in duty on 
Charge. He had g y , 1983 by under-invoicing the 

polyester chip imports m 982 . voluminous docu- 

imports from C. ItoAt m Jap - Directorate of Revenue Intel- 
mentary evtdence collected y Mehra had dve 

ligence 'from Japan a few y evidence of 'under- 

material 7.5 per cent below? y^de discount' accord- 
invoicing' according to the po > 1 

ing to Mehra. . •, ' r ; va | tveoon' had 

Mehra’s counsel, Ram J[2 * shari , issue financing Orkay's 
instigated the raids to Dhirubhai had been in Japan 

expansion. Later it was no c Ito h & Co, which had 

not long before, visiting among ^ 2Q pef cent Discount on 
been accustomed to giving 
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. „,,n «i tlcs Whatcvcr ihc casc, Mehra spem 15 dam j n 

- Sm- ..Mainin« bail-missing thc Diwali festivitics-aml f or 
1,1 was .ontesting Claims for evaded excise and duty and 


jail 
years 


1,1 The other taiget of thc Reiiance briefs’ was Bombay Dyeing. 
u ha(1 been gctting Import policy on FIA and DMT changed to 
hclp it out of the total mess’ created by its decision to buy a 
DMT plant originally built in lj>53. The 197/ price of Rs 300 
million had ballooned to nearly Rs I billion by the time it was 
reassembled. ‘What eise can be expected from a junk [sic]?’, the 
Reiiance note said. 6 Wadi^ also came under personal attade a 
storv put out by the newsagency United News of India quoted 
‘official sources’ alleging Wadb and his wifc were involved in a 
‘ffaudulent’ deal to seil land belonging to a Parsi trust of which 
they were trustees. 7 

But Dhirubhai was now fighting on two new fronts, as well 
as the legal battle for his PTA imports. On 26 October, newspa- 
pers had begun reporting that the Central Bureau of Investiga¬ 
tion—New Delhi’s highest criminal investigation body which 
deals principally with corruption cases—had begun inquiries into 
the .possible leak of the decision to put PTA on the restrict&L 
import Iist in May A few days later, Finance Minister V P Singh 
denied that he had ordered any inquiry, but newspapers reported 
moves at official level in concemed ministries including Finance 
for an investigation. 

For its part, Reiiance said it was not aware of being linder 
investigation, and put out lengthy written explanations as to why 
its import contracts in May had coincidentally preceded the 
policy change. The 50 000 tonne PTA contract approved by the 
Petroleum Ministry on 27 May had been submitted to it on 14 
Th e quantities it sought to import were not in excess of its 
own use over the 18 months until its own PTA plant opened, 
nor could Reiiance conceivably hope- to evade the September duty 
hike. Reiiance was a victim of ‘mischievous propaganda’—the 
allegations were based on ‘taOored facts and twisted information 
drculated by vested interests too obvious to name\ 

On 29 October, however, Reiiance took another blow which 
showed conclusively that the Finance Ministry was no longer « 
’end. On that day, the Assistant Collector of Central Excise 
yan, covering Patalganga, presented the Company with * g 
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< s how-cause’ notice clainiing Reliance had evaded a total of 
272.34 million (then aboout US$21.8 million) in excise on 
vlyester production since October 1982 by under-reporting pro- 
juction and misdeclaring waste. Backed by nine pages of annex- 
ureS giving the details of the polyester manufacturing process, 
( [ lC notice invited Reliance to aigue why it should not be forced 
to pay the Rs 272.34 million, have its factory confiscated, and 
pay an additional penalty for evasion. 

It vvas the biggest excise evasion chaige in Indian corporate 
history and, even discounting the ambit nature of the Assistant 
Collector’s prbposed penalty, a big threat to the profit line in the 
Reliance results. 

The Company affected not to be worried. A press rclease on 
15 November described the show-cause notice as ‘routine* and 
noted that similar notices had been issued to other manufacturers 
in the Thane area, induding Sandoz, Orkav. Voltas, and Indian 
ixplosives. It was all pan of a drive to raise revenue The Claim 
against Reliance was based on ‘theoretical calculations and 
assumed technical Information,' the Company said. The notice 
;r"ueTin the normal course of busmess and ihe Company 
would soon be filing a reply and expected no liabihty anse 

° U b 1 Dtobh^weating. On 26 November it was revealed 
that a compromise on the " out 

The govemment would al ow ^ but would „* allow 

own requ.rements for six ^ ^ jmport m M{an . 

existing users of DMT s™ md pt[Cts wou i d commence 

while, the Bureau of Ind n>(;ulatf pnc< . 5 so that domestic 

a study of DMT c ° st *' „ ^ jmported PTA. The condition 

DMT had a cost advan “^ ™ Twas suggested, was to dn>p 
for Reliance getting Import bcences.it ss 

its High Court acüon. lt J&! ra „ blood had been spilt for 
By dtis stage, too much corporate fo „ many 

the dispute to be pj^ered ^ ^ jaj|ed and hum ,h- 

controversies before^ Kap f ^ ^ pro tection given 

ated. Nusli Wadia, despi forced to dose his new 

to domestic DMT producers, f eedstoc k glut that Dhlrybhai 
plant for monthsi beca <oseo ^ hc had managed to get 
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Dhirubhai had meanwhile lost his key licutcnant in charg* ^ 
public relations and government contacts. On 30 August . 
nephew and Rcliance dircctor Rasikbhai Meswani had died 
denly It took some years for other publicists and lobbyists to tak* 
his place. As 1985 drew to a close, Dhirubhai was being 0 pe n ^ 
written against as a monster threatening Indian democracy. 
observed: 

If the allegations against Dhiijibhai Ambani and Reliance are 
proved, whether in the matter of evasion or in the alleged 
fraud of letters of credit opened with two foreign and three 
Indian banks for the import of FFA, then the condusion * 
becomes inescapable that, since 1969, a single industrialist had 
been literalfy dictating the government’s textile and import 
policies and manoeuvring import rules to ‘kill’ his rivals and 
maintain his Iead in the market . . . 

Hie challenge to State Power lies in the accumulated 
wealth and economic clout in the hands of an individual who 
is neither an elected representative nor accountable to the 
people, who could manipulate Cabinet ministers as well as 
party chiefs. Economic power goes hand in hand with its politi- 
cal counterpart, resulting in manipulating politidans and minis¬ 
ters right to the top of the top. All this and more has put a 
new regime seeking to deanse the Augean stables of the corpo¬ 
rate sector in an extremely vulnerable porition for its daring to 
challenge one of the biggest industrial empires with a Rs 27 
Cfore show-cause notice. One can only wish finance Minister 
VE Singh good lock Avith the danda [stick] now that the 
carrot has been spumed. 8 

Though he had limited contact with V P Singh—confined to 
direct .industrial concerns—Nusli Wadia had kept up his ties With 
Rajiv Gandhi and can be expected to have voiced similar conccms 

to those of Blitz about the impunity with whkh Reliahce had 
operated. 

At that point Rajiv was still fired with zeäl to deanse the 
Augean stables as well. When Congress Phrty delegates gathertd 
in Bombay at the end of December to mark the centenary of 
e party s founding, Rajiv deliveined a stinging attack on ^ 
corruption. On the backs of ordinary party workers rode the 
rokers of power and influence, who disperise patronage «j 
convert a mass movement into a feudal oligarchy’. Rajiv attafH 
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thc *#** °! '7'' Kl K m in 'ndian Companies and ,h. • 

« *™ nts who do not «phold the law whn 
tax collectors who do not collect taxes bultonn l % '" H 
who cheat the state’. But industrial empires b^T* W " i ’ ,W 
cicction. social incsponsibility, imoo« nri . 

J ion might not last long.» ^ en,at ' on and C 01 ™p- 

The Great Polyester War had been lifted out of the factories 
of Ibtalganga and ftom the Pydhonie yarn market ,o the n“ 

arena. 
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I t was at this stage that the Polyester War was joined by an> 
entirely new set of combatants. It became a life-and-death 
struggle for Dhirubhai’s Company, and the critical test of Rajiv 
Gandhi s efforts to clean up the Indian Government. Dhirubhai 
surviveo. Rajiv faiied, and lost power as a result. , 

The new element was ‘Seth’ (Master) Ramnath Goenka, the 
legendary Indian newspaper tycoon. From a Marwari trading 
backgrourid in Calcutta, Goenka had moved to the Southern dty 
of Madras in the 1920s —according to some accounts, at the 
instigation of his ovvn fantily, as even they found him too haid 
to work with—and begun building up the chain of English-Ian-J 
guage newspapers put under a common Indian Express masthead 
in the 1950s. By 1985, the Express had India’s bigge^t newspaper 
circulation, 670 000, from 12 regional editions. 

Inclined to the Jana Sangh and critical of Congress, though 
never committed either way, Goenka was happiest in an Opposi¬ 
tion role, exposing cant and corruption. Like most Marwaris» 
Goenka was a strict vegetarian, but he did not shrink from 
drawing blood in print. In the 1950s, he had employed Indira s 
husband Firoze Gandhi and encouraged his exposure of the 
Mundhra scandak The Express had been one of the few newspa¬ 
pers to resist the censorship imposed by Indira during the 
mergency and consequently had been put under all kinds of 
pressures including a move to demolish its New Delhi buildings 
or aUeged building code violations. Ultimately, Indira had 
u e at closing him down—some say because Goenka threat- 
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rec l us * ve » receiving a daily stream of visitors anxious tö keep 
in bis good books, and flying frequently to New Delhi where the 
Express had its own guesthouse. 

Dhirubhai had been introduced to Goenka in the mid- 1960s 
by Murli Deora, the yam trader who was moving up in the city’s 
Congress Party cirdes and later to become a member of parlia- 
ment. Goenka had noted Dhirubhai as someone of promise, and 
thereafter the young Gujarati businessman made regulär visits. 
Goenka was regarded as a family friend, addressed as ‘Bappuji’ 
(Grandfather) by the Ambani childfen. The Express frequently 
reported the controversies involving Reliance, büt when protests 
were made Goenka seems to have placated Dhirubhai by explain- 
ing his target was the Congress govemment. 

Nusli Wadia also became a dose friend and, as with the 
childless ). R. D. Tata, became something of a son to the old 
Marwari (Goenka’s only son had died at an early age, depriving 
him of his only heir bearing the Goenka name.) Together with 
his wife, Wadia had got into a routine of having lunch or diriner 

at least once a month with Goenka. 



such occasion, aiound October 1985, Goenka asked 


newspaper, tne ^ 

Dyeing story and an e it 
promised to crack down on 
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the Express newspapers «and in thc national wfre scrvice run by 
the Press Trust of India, of which he was currently chairman. 

But on 31 October, the Press Trust put out a story based on 
a press Statement by the Reliance public relations officer, Kirti 
Ambani, about the reports a few days earlier that Reliance was 
under CBI investi£ation over the PTA contracts in May. PTI 
quoted verbatim Kirti Ambaiy’s Statement that 'our enquiries 
reveal that there is no such CBI^ probe into the matter and that 
the whole issue is being motivated by a large, private, textile 
Company which also happens to be manufacturers of DMT Our 
enquines further reveal that this party is not in a position to 
dispose of its DMT and carry large Stocks of about 5000 tonnes 
of DMT The basic problem seems to be the quality of the said 
DMT.’ 

Goenka was outraged, espedally when finding that Reliance 
had directly approached a PTI desk editor to run the press release 
against Goenka’s explicit Orders. Goenka ordered a retraction and 
apology On 1 November, the PTI issüed it: ‘The Press Tratst of 
India circulated yesterday a report based on a press release by 
Reliance Textile Industries Ltd, containing allegations against a 
reputable Bombay-based textile Company We did not verify the 
veracity of the allegations before issuing the report. We regret if 
the publication of the said report has caused any damage to the 
reputation of the party concemed.’ 

The old press baron took the issue up with Dhirubhai at their 
next meeting. According to two former confidants of Goenka, 
Dhirubhai admitted he used bis influence to get a favourable 
press. ‘I have one gold chappal [slipper], and one silver chappal,’ 
he said, breezily ‘Depending who it is, I strike him with the gold 
chappal, or with the silver chappal.’ (Another widely repeated 
Version has Dhirubhai remarking that ‘Everyone has his price.’ 
He has denied saying this.) 1 

It was probably the most damaging blunder and misjudgement 
Dhirubhai rnade in his life. Goenka was outraged. He was already 
embarrassed enough by the ease with which Dhirubhai got his 
Inversion of events into the Express. The implication he drew from 
_the gold chappal, silver chappal’ remark was that Dhirubhai saw 
no one, perhaps even Goenka hirnsclf, as immune to his offers. 
It was just a matter of price. 
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Goenka rcsolvcd to cxpose Dhirubhai, using all thr 
oT U.u(s at his disposal. , 

Alarnicd at thc unfavourablc turn of government attitudc and 
sS coverage in November; Dhirubhai meanwhile made a des- 
Cdite to rcstore himself to Goenka’s favour, and to head 
W&dia’s successful-looking campaign ^o have use of domestic 
qMT förced on the polyester manufacturers. One moming in 
pecember he telephoned Goenka and asked him to arrange an 
. urgent meeting with Whdia in Goenka’s presence so they could 
settle their disputes in an amicable way. Goenka called Wadia, who 
was seluctant. The old man persisted, and called back in the 
aftemoon to teil Wadia a meeting had been fixed in the Express 
nenthouse for that evening. Left with little choice without causing 
offence, Wadia swallowed his misgivings and agreed to attend. 

The three sät around a low table. According to one account, 
Dhirubhai did almost all the talking during the 45-minute meet- 
i n „ proposing that Reliance and Bombay Dyeing caive up the 
polyester feedstock market between them, or altematively that 
Reliance help its rival to place hs DMT Goenka pres.ded, takmg 
off his sandals and resting his feet on the table. For long Stretches 
of his monologue, Dhirubhai caressed the old man s feet. 

At the dose Dhirubhai invited Wadia to the wedding of his 
secord dauehter Nina, a few days later, and then suddenly 

jrid £ ,,„W Bombay t#* **-»• s " 

suddenly tumed and prostratea nu 

Goenka. r l 0 sed / ' Wadia turned to Goenka and 

After the elevator door cl , waches the eround floor, 
said: TU bet you that into me. 

hell aiready be plotung wh ■ W;u iia on the cheek: 

Goenka reached over and g<=ntly slappe 
atadtadmonitionnoOotet^qm^ Wadia a t his BaUard 
The next day, Dhirub V ^ |X . rson ,,||y brmgmg an 

Estate Office and announcc ^ ^ , herc wa s no need, 

inviution to Nina’s wedding had lht car d brought over 

and after much persuasion Q f t he wedding, a 

by an executive soon afterwanls. On me u y 
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Reliance managcr arrived scveral hours ahead to escort’ the 
Wadia sent him away and went by himself. The reception ' 
in the Cooj>erage Football Ground, scene of the Reliance 
holders mcctings. Mukesh Ambani was waiting to escort 
in, and offcred to take him to the head of the line of 
waiting to greet the newly manied couple and their parents 
a podium. Wadia refused, and the two waited in the queue 
about 20 minutes making Äwkward conversation. When 
reached the stage, Wadia found ä crowd of press photograp] 
waiting to capture the twp warring textile magnates together- 
point of the exercise clearly being to dispel the atmosphere _ 
dispute surrounding Reliance. Anil Ambani was deputised by 
Dhirubhai to escort Wadia out to bis car, but was sent back by 
Wadia at the gate. 

Within a few days, hostilities had broken out again, and 
Goenka decided to press on with his investigation. 

The persori he chose to find out the secrets of the Ambanis 
was not one of his famous editors, nor one of his reporters, nor 
even someone ffom the business milieu of Bombay but a young 
South Indian accountant from Madras whose name had not 

previously appeared in prkit except at the bottom of audited 
accounts. 

Swaminathan Gurumurthy then 36, was the product of a 
Brahmin family in a small rural village 160 kilometres south of 
Madras. Educated initially in his local school, and then at the 
Vivekananda College in Madras, Gurumurthy had hoped to enter 
law school but found his way blocked by his upper-caste back- 
ground. The state öf Tamil Nadu. had been swept many years 
eariier by political movements which instilled the notion that the 
Hindu hierarchy—with Brahmins at the top—was a relic of an 
ancient conquest of southem India’s original peoples, the 
Dravidians, by light-skinhed Aryans from the north. Tb redress 
centuries of discrimination, the majority of places in universities 
and state offices were reserved for lower-caste candidates. 

Gurumurtliy had tumed instead to accountancy qualifying as 
a < harte red accountant in 1972 and joining a local auditing firm 
which used to keep the books of Goenka’s Companies registered 
in Madras. He met Goenka himself in 1975, and made a big 
impression. Goenka offered him a job, which Gurumurthy 
declined, and then promised his business if Gurumurthy went 
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out on bis own. In 1976. Gurumurthy sct up a partnership Guru 
Sl Varadan, which cnjoycd substantial billings from Goenka ; 
corporate cmpire, a labyiinth of Companies acquired over thc 

iv-s and controlled through a trust. 

Oie young accountant held some smouldcring feelings that 
made him an ideal crusader against an erring capitalist. In Tamil 
Nadu, bis caste had been subject to constant ridicule and 
demonisation. He personally had suffered a loss of opportunity 
as a result of the state s socio-political upheavals, despite coming 
fiom a family of modest means in a remote town. The good was 
being thrown out with the bad. 

As a youth, he had found a political movement that for him 
and many thOusands like him acrbss India seemed to provide a 
way for India to save its soul. The Rashtriya Swayamsevak Sangh 
(RSS [the National Volunteers Order]) had been founded in the 
1920s by a Hindu revivalist in the .central city of Nagpur, and 
expanded across the country to encorapass milHons of members, 
many from upper castes who feit threatened by change. The RSS 
view was that Indians had been left with a defeatist mentality 
by their centuries of rule by Muslim and European invaders. The 
foreign rulers had gone, but they had left behind elites 
indocrinated in their outlook and manners. Ordinary Indians had 
been made apologetic about the injustices that seemed part of 
their own Hindu culture, arid inclined to believe they could not 
win against the world’s martial races’. By counter-indoctrination, 
from childhood through to manhood, the RSS hoped to cieate 
gradually a confident new Indian. Sessions at RSS lodges taught 
boys the glories of India’s past, mixing legend with fact, while 
members of all ages put on a simple uniform of khaki shorts and 
white shirt for early moming drill with lathis (wooden staves) to 
build up their spirit. To counter the valid criticisms of the Hindu 
ordei; rneanwhile, the RSS tried reförm from within through 
voluntary social work to eradicate evüs such as untouchability 
and caste prejudice, which it irisisted were historical accretions 

on a just culture. '■, _ , 

The movemerit is often ridiculed as a collection of small-lown 
reactionaries playing boy-scout games, retreating to a vague men¬ 
tal’ battle instead of püshing for power, hiding behind the 
political parties it spawned (the Jana Sangh, and later the 
Bharatiya Janata Party). A less benign view, particularly after the 
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muider of Mahatma Gandhi by a formet RSS member i n 19 ^ 
and after the 1992 demolition of the Ayodhya mosque ^ 
members of affiliated groups, sees it as a sinister quasi-fa^ 
force, feilt its reputation for discipline and lack of corruption has 
also made the RSS political tamily seem the natural successor 
by (Jefault to the failed Congress and communist alternatives-^ 
least until the BJP started getting tainted by state-level power in 
the 1990s. ' : 

In its economic ideas the RSS family has been nationalist, 
but suspicious of big Capital whatever its origins. The big Com¬ 
pany threatened the small shopkeepcr and trader eommunities 
a repository of traditional virtues. And more recently multina- 
tionals with their universal products and their marketing Science 
seemed to be imposing a westem populär culture and lifestyle 
wherever they set up. 

‘I regard communism and capitalism as two sides of the same 
coin,’ Gurumurthy told an Interviewer so me years afterwaids. 

‘Both regard human beings as economic creatures. The only 
difference between them is whether ownership of wealth should 
be public or private, and whether there should be profit or not. 

While communism will have a Chemobyl at any cost, capitalism * 
will have it only if it demands high profit.In Dhirubhai’s case, 
Gurumurthy was opposed to the monopoly power Reliance had 
developed. I would have rather had 100 Ambanis than just one/ 
he put it . 3 

Still, it is ironic that Dhirubhai and Gurumurthy ended up 
on opposite sides. In the mid- 1990s, Gurumurthy was the leading 
light of the Swadeshi Jagran Manch, a BJP-afifiliate whidi actively 
closed the entry of multinational consumer brands like Coca- 
-ola and McDonald s. Dhirubhai was often projected as the new 
ly Indian entrepreneur struggling against a business estab- 
hshment left by the British, such as the Phrsi Companies, and 
ater as a home-grown businessman fully in command of the 
atest technology and financial techniques: at last the authentic 
Indian corporate warrior. 

was of coiirse dosely identified with Congress by 
' ough he tried to maintain ties to Opposition .parties too- 

at set both Goenka and Gurumurthy against Reliance was 
cir sense of excessive power, of business drive exceeding its 
proper limits, and of personal arrogance on the pari of Dhirubhai 
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, Wl ’ il :' 1 °' hcr bus ™c» had »me sen* 0 f guil, 
Ind shamc about ihcir wrongdoings, Ambani saw himsolf »V ar 

chiever agatnst the law the System,’ Gurumurthy noted later' 
J.urumurthy s baekground ln the RSS also helped immunise him 
against some of the cuhural defences of Dhirubhai’s business 
practices. The Hindu revivalists were happy enough to work 
(hrough the modern political and economic institutions left by 
the British. They were a movement of rule-followers, not rule- 
breakers. They wanted 'Order, not anarchy India was weak because 
its politicians could not make sensible laws and stick to them in 
die face of temptations put up by private interests. The rise of 
manipulators like Dhirubhai was not a result of Indians breaking 
out of their mental bonds, but a Symptom of their weakness. 

Bersonally, Gurumurthy had few chinks in his armour. He had 
got to work with important dients because of his own ability 
Back in Madras he lived in a traditional extended family house- 
hold, with everyone sitting on the floor at meals and eating with 
their hands. He dressed simply, usually with an open-necked shirt, 
and stayed in the Express guesthouse when in New Delhi or in 
a simply fumished röom in the penthouse in Bombay Feriodically, 
Gurumurthy would make pilgrimages to Hindu temples and holy 
sites around India, reappeanng with saffron or vermilion tilak 
daubs on the forehead. He had both a strong sense of probity 
and a detailed knowledge of corporate accounting and law. He 

was an inspired choice for Goenka. 

The question; in November 1985, was where to Start. 

By that stage, the published information on Reliance made 
up a substantial file-much of it adulatory profiles repeatmg the 
same anecdotes. Gurumurthy decided to work fron, thetwocases 
where Reliance’s secrets seemed to have come dose to the surface^ 
the High Court petition by Reliance to enforce the PIA .mport 
contraSs financed (ust before 29 May that yeac »i «he ( 1983 
controversy over the purchase of Rdtance shares by the Isle of 

“TÄ, Er- 

contact with the chairman and the newspaper of 

resources within India itself. He foun a s . t 

Dhirubhai’s opponents in industrial an ra * Sindhi 

Information aEmt Reliance. Notable amo.tg d.em was aSm^ 

textile trader. (amnadas Moorjanl. who worked fmm a modest 
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officc in a back Street of Bombay ’s Kalbadevi district but w t, 
knowledge of markets and judgement was respected all over towrf 
As president of the All-India Crimpers’ Association from 197g 
1982, Moorjani had led the campaign by the independent poh 
ester tcxtiirisers against the duty hike on yam in November 1982 

Though he found a pervading fearfulness about discussing 
Reliance, Gurumurthy also buih up contacts with bureaucrats, 
bank officials and eyen Reliance employees whö were uneasy 
about some of the Company’'s Aransactiops. 

When it came to pursuing inquiries overseas, the little-trav- 
elled Gurumurthy relied initially on names suggested by W&dia, 
drawmg on business cdntacts kept by Bombay Dyeing and 
associated Companies. The initial cpntact was a firm of solicitors, 
Lee Lane Smith, in London’s Lincoln’s Inn Fields, who undertook 
a legal search of the mysterious shelf Companies with names like 
Crocodile and Fiasco in the Isle of Man. In mid-December, the 
solicitors engaged a private detective agency, King’s Investigation 
Bureau, to help them trace the ultimate owners. 

By then, at Reliance, the atmosphere was becoming one of a 
seige as the Finance Ministry’s tax enforcement agencies and the 
Central Bureau of Investigation pursued their inquiries into the 
PTA letters of credit and the excise evasion chaige. In February 
1986, the years of living on adrenalin took their toll on Dhirubhai. 

He suffered a sudden stroke that left him partly paralysed down 
his right side and required immediate attention in an American 
hospital. For some weeks, the running of the Company was left to 
the two boys, then aged 29 and 27 respectively 

Dhirubhai’s critics were also shaken, by a sudden, still unex- 
plained attack on Jamnadas Moorjani. Sensing a more sympa- 
thetic govemment in New Delhi, the crimpers had renewed their 
agitation for the Rs 15 000 a tonne anti-dumping duty tp be 
lifted. One evening in February a gang of men attacked the 
unassuming Moorjani as he left his Kalbadevi office and walked 
to his car. He was slashed with long knives, with one arm nearly 
seyered, but recovered quiddy in hospital. Years later Moorjani 
pointed put that nothing ljnked the attack with the dash of 
interests between the crimpers and the polyester Spinners, 5 but 
at the time the possibility of such a linkage was the subject of 
great speculation in Bombay 

In this vitiated atmosphere, the Indian Express launched its 
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,hc niain rufe prohibits somethine a . 
which permits it. The main rule wilt™ / ? b ‘ PI ' e add «l 
book but the book alone. Business tbri d ° Ubt 0dst in 
make their fortunes, politicians enhan JThd/ ™ les Touts 

bureaucrats thcir impoitance Rule hfl tir P 1 * 1 and 

sub-rule of law and »b-rufe eveltl!t* beC ° mes 

Let US get down to spedfics 6 ' t0m *‘ 5 s “bversive rule. 

It was not the way a pkactised joumalist would have opened 
Gurunturthy set out a powerhd argument against tbe p^ctice 
that had become a hallmark for Dhirubhai-raising debt by 
ofienng attractive mterest rates and then Converting it to cheap 
equity, by the 'innovative’ path of Converting supposedly non- 
convertible debentures into shares. 

This risked destroying the whole prindple behind the distinc- 
tion between convertibles and nonconvertibles, reflected in the 
lower premium and higher interest rate on nonconvertibles, 
Gurumurthy pointed out. No one would bother with convertible 
issues if it were allowed as a general practice. ‘There is yet another 
mischief,’ Gurumurthy noted. ‘Those corporate managements 
which deal in their own securities can abuse this licence by buying 
these nonconvertible debentures at a lower price and thereafter 
announcing conversion. There were allegations of this abuse in 
the only case of conversion of the nonconvertible in recent stock 

market history.’ d * . 

Gurumurthy also pointed to a risk of unforeseen foreign 
exchange outflows, a keen preoccupation of Indra s economic 
managers at that tirpe. The scheue of repatnable ™"tby 
non-resident Indians in «he sharemarket 
Proportion of nonconvertible 

up by NWs. But NW inveStme " t 5 ^ e ^ m stances to a maxi- 
per cent of convertible issues outflow ^ c a pi tal appreci- 
mum of Rs 4 mdlion, so * limited If conversion of 

ation of the undertymg sha ^ ^ke up ^ whole of 

nonconvertibles were ^«4^ ^ a „ pro ceeds of a sale out 
an issvie, convert to shares» 
of the country 
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Getting to Reliance by thc final stagcs of his article, 
Gurumurthy applied this to the Company s F series of noncon- 
vertible debentures made in June 1985. Out of the Rs 2.7 billion 
subscribed in thc private placement, Rs 1.08 billion or 40 per 
cent had come from oversca c Indians or Companies they control- 
led. Had the issue been convertible from die Start, the NRJs 
could have subscribed only Rs 4 inillion under the current mies. 
But Reliance was now holdine out the expcctation of conversion 
of the issue, which would be a ‘clear distortion’ of the NRI 
investment rules. (Reliance’s advertisements for the F Series had 
mentioned that the conversion of a pievious series had given 
investors a retum of 180 per cent in eight months, induding 
interest: the nonconvertible part of the debentures had been 
converted at Rs 71.43 a’share, when the market price was Rs 
122 a share.) 

For example, if Reliance were allowed to issue just one share 
for each Rs 100 debenture, the NRI investor would gain a share 
worth Rs 300 at the then market price. For their Rs 1.08 billion 
investment, the NRIs would be entitled to repatriate Rs 3.24 
billion. 

‘That the sub-rule has the potentiality to destroy the main 
rüle is obvious and yet the sub-rule exists,’ Gurumurthy said in 
his final flourish. 

It was introduced into the guideiines when different ministers 
and a different System of govemance obtained. Whatever 
anyone may say of the present finance minister [V R Singh], 
no one disputes his böna fides and honesty of purpose. He has 
no use for such sub-ruies. WU1 the govemment particidarly the 
finance minister; act to prevent examples of this kind becoming 
model practice? Investments based on such questionable 
methods will become a linenaee. The gpverhment must therefore 
act to prevent this prejudiciaJ tendency from becoming a part 
of the system. A measure of avoidance is wiser than compulsive 
surgery latq: 

A week latei; Gurumurthy retumed to the attack. He began 
in the philosophical style that beeame his hallmark: 

Tmth reveals itself, though often belatedly This admirably suits 
the politidan in power. The interregnum between tmth and its 
revelation is generally a period of manipulation. In this 






■ * .V- > 

Scanned by CamScanner 








TMF. papf.r tigrr 


» I 
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niqufradf as tmth . . . 


G —^ gri,Hn ^ ° f thc rmance minister 

Pranab Mukherjee in 1983 over the non-resident Indian invest¬ 
ment in Reliance, and his defence that while black money could 
Nc involved this was not reason enough to kill a scheine bringing 
in much-needed foieign exchange. The figures, Gununurthy wrote 
showed that the NRI share Investment scheme had brought in less 
than one per cent of the Rs 139 billion invested by NRIs in various 
x>sit and investment schemes since 1981. 

- N 22 million invested by the 11 Isle of Man Companies 
in 1982, augmented by a further Rs 6 million for a rights issue 
of debentures, had giown into a share portfolio worth a repatri- 
able Rs I billion. And if Reliance gave its Standard bonus issue 
in 1986 and were allowed to convert r the nonconvertible part of 
its October 1984 E Series debentures, the holding would grow 
to some 5.2 million shares worth Rs 1.67 billion. If the II 
Companies had taken up their allocation of the June 1985 F 
Series, and conversion was allowed, the holding would grow to 
26.8 million shares, worth Rs 8.58 billion. Then equivalent to 
some US$650 million, this repatriable amount was equal to 15 
per cent of India's foreign exchange reserves at the time. 

This form of investment was a dangerous game for India, 
Curumurthy argued. With the shaiemarket index doubling in the 
year past, it meant the country could have to retum twice as 
much foreign exchange as it gained, when if it had needed 
to—the govemment could have borrowed at a small rnargin over 
die London interbank rate. Nor was the scheme very honest It 
appears to be tailor-made fpr motivftted investment not altogether 

the rational interest.' 

The arguments in diese two artides were well made, and 
stirred up a subiect that smelled from the Start. But the sccnario 
of Capital flight that Curumurthy depicted was contradicied by 
one of the impücit assumptions made by the critics of Mukherjee 
üh.rubKat was the ultimate owner of the lsle of Man Compa¬ 
nies, how could he seil off their Relian« «hares w.thout depre.v, 

in g his own share price? 

A week later, however, Curumurthy moved into new allrgations 
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, Pmiects’ was the Headline on the first of a tw 0 . pan 
•Snmgglmg >■' I ro l« . s a nadjt ional offence, he wrote. A mor, 

story‘Coastal sm«S$ o mu ] . ^„yes in the Capital. It is , 
sophisticated fon f f? ve . star hotels and expensive gut.,,, 
comparatjve ) . -p|, e CO mmodity in traffic is however 

different -—it 'is £&! quotas, permits and other largesses by 

G °S^ t contH>l!ed imposant government dedsions through 
thcir lobhying o P crations in New Delhi. This was-how a ptoje« 
had been ‘smuggled’ frpm the government sector to a private 
Company In 1980-81. the Petroleum Ministry had been working 
on plans for a petrochemicals refinery at Mathura, which included 
a 150 000 tonne a year purified terephthalic acid plant. In March 
1981, Reliance had submitted its Iicence application for a F|A 
plant the same size. Tb overcome the Petroleum Ministrys 
resistance, its Secretary was transferred in July 1983. ln October 
1984, Reliance got its preJiminary approval for a 75 000 tonne 
plant. The proposed PTA plant at Mathura was cut back to 
75 000 tonnes, and had been stalled in any case by lack of 
government funds. 

Thanks to the help of Finance Minister Mukherjee, Reliance 
looked like having 100 per cent of India’s PTA prodiiption, and 
34 per cent of the countrv’s combined DMT and PTA output. 
Its control of oliier feedstocks, by-products and end-products m 
the polyester chain ranged from 38.6 per cent up to 62.5 pet 
cent, aecording to Gurumurthy India’s anti-inonopoly law defined 
a dominant undertaking as one with more than 24 per cent o 
national installed capacity, but none of Reliance’s applications 
had been referred to the Monopolies and Restrictive Trade 
tices Commission. 

Raising the example of the pre-World War II industrial, 
trading and banking combines in Japan called the zaibatsu, 
Gurumurthy warned that India too risked having itsgovemmen 
controlled from the boardrooms of industry’. 

owerful as the critique was, Gurumurthy was working *•*?. I 
then from published knowledge. On 15 May 1986, he W" 
reporting from the results of his own investigations, in a 
part series entitled Reliance Loan Mela ’-mcla meaning a fair or 
bazaar, and Toan mela* referring to the notorious P raCt,< f ht , ir 
ongress politicians handing out loans from government to 
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coivstituents in carnival-like ccremonies. The Reliance loan mrh 
Wi , not a casc of giving a few hunditd rupees to a pobr family 
to buy a buffalo or irrigation pump, said Gurumurthy 'It has to 
do with crorcs of rupees smuggled from banks in an ingenious 
and brazen scheine to divert public funds to private ends.’ 

It began with the Rs 843 million E series of debentures (in 
October 1984) and the Rs 2.7 billion F series issue (in June 
1985). After each issue, the main branehes of the big Indian 
banks received requests for loans from numerous small unknown 
Companies, pledging P.eliance shares and debentures as sccurity 
ln June 1985, for. example, the Punjab National Bank had 
received nine near-identical requests from nine small Companies 
with names like Patience Holdings & Trading and Inspirations 
Investments & Trading for Rs 9 million each, with each offering 
to pledge 90 000 Reliance shares as security. 

Gurumurthy s investigations found that the registered 
addresses of such Companies were often those of Reliance offices, 
its associates or employees. Mariy put up Reliance shares as 
collaterai, in some cases the same debentures for which they were 
seeking the loan to buy. In some instances, the loan was facilitated 
by a personal guarantee from Nathubhai Ambani, Dhirubhai’s 
younger brother. The Ambani family investment vehicle Mac 
Investments had been lent Rs 6.64 million in October 1984 by 
the European Asian Bank—the same bank that had lent to three 
of the Isle of Man Companies through its Colombo branch m 
1982 'Hie same day Mac’s subsidiary Real Investments also got 
the same amount from the same bank. Around that time another 
Mac subsidiary, Pam Investment &. Trading Co got Rs 5 million 
from Bank Indo-Suez and another subsidiary, Nikhil Investment, 
got Rs 5 million from the BanK of Credit and Commerce 
international. 

A few banks (among them Punjab National Bank and the 
»täte Bank of India) had turned down the applications. Most 
hd not . t h e art j c ] e ii s ted 16 banks as giving a total Rs 1.018 
Gillion in loans, among them many of the state-owned banks. In 
SOme cases, middle managers of govemment banks had ignored 
specific board directives and authorised loans on specious ground 
<M ur gency. Some had heen rewarded with, promotions. None of 
'C- banks had obtained the Reserve Bank of India's clearance 
‘Or loans above Rs 500 000 again.“ .!« es, as u o I T >y ij 
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bank guidelines. And to enhance security of loans, the borroweß 
had also becn able to get Reliance to deposit large amounts of 
the public subscriptions to the debenture issues with the lending 
banks—a way of recycling the public’s money back to the man¬ 
agement. 

‘This entire Operation, ’ said Gurumurthy, ‘taking in dozens of 
Companies holding what are jssentially the management share- 
holdings of Reliance, was a planned affair, tied up intimately with 
the Ambanis and Reliance, for the purpose of comering more 
than Rs 100 crore [one billion] to invest in the two Reliance 
debenture issues.' 

The Operation was known to the Reserve Bank, whose inspec- 


tors had noted that ‘the possibility of a common link in the 


management of these Companies with Reliance Industries cannot 
be mied out’. As the stockmarket boomed in 1985, the central 


bank had sent a circular to commercial banks urging caution in 


lending against shares, and to see that bank advances vvere not 
used for ‘specuJative or other anti-social purposes’. It told banks 
that ‘the main point of emphasis is that in granting advances 


against shares, banks should be more concerned with what the 
advances are for, rather than what the advances are against’. 


Gurumurthy asked what point there could be in, say Mac 
Investments borrowing Rs 1.5 million from Canara Bank at 18 


per cent interest to buy debentures carrying 13.5 per cent 
interest. The borrower must have known that the Capital appre- 
ciation of the Reliance shares obtained from conversion of the 
nonconvertible portion of the debentures, vvould yield a profit of 
some 400 per cent. The Ambani management would also have 
Consolidated its hold on Reliance by borrowing to buy its own 
Company's shares—expressly forbidden by the Reserve Bank. 

Reliance had alrcady started talks with the Ministry of Finance 
tave the E and F series fully converted. The Company’s shares 
already started booming in expcctation. If this is not spec- 
ulation then what is?’, asked Gurumurthy. 

The accountant-turned-jonmalist also took aim at another 
carefully nurtured Reliance claim: that it did not rely on funding 
from government banks but on direct borrowings and investment 
from the public. This had been a condition put by the govern- 
ment on the Ücences for the new PTA plant and other units m 
1984, so as not to ‘strain’ the resources of the banks. Among 
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oth ers, the industty mm.ster, Narain Du« Tiwari 
nraised Rdwnce for ratsing R s 3.5 bim ” d l ., 

,ould all these gentlemen have said had th™ c ' What 

lh an Ra 1 billion of this actually ca J Ä 'T™ tha ‘ "W 
iriA. . y iw trom banks in onc of the 

1 just possible 
to turn a blind 



post Elaborate tricks played on the svstem? o' r ; °'’ e ° f the 

that some in authority actually knew a^d chos 

eye 10 the facts?’ 

Gummurthy had not done so well in his overseas inquiries 
The lawyers and pnvate eyes engaged in London wem laborioust 
scaichmg Company records in tax havens to trace ownership of 
the non-rcsident Investors in Reliance, but results were slow in 
coming. A letter from the London contacts on 16 April enclosed 
a fresh report from Kings Investigation Bureau with die comment 
it was ‘very feeblc’. r ' 

King's had been askeil to look ipto nearly 120 Companies 
ostensibly owned by non-resident Indians which had invested 
either directly into Reliance shares, as in the 1982 case, or by 
subscription to the Reliance E and F scries debentures. Possibly 
with the help of concemcd bankjng officials, Gurumurthy had 
also obtained lists of NRI Companies which had borrowed from 
the Bank of Oman and certain other banks to buy into the 
Reliance lssues. 

The nationalised Bank of Baroda had played a big role in 
financing the issue. Mostly from its London office, the govem- 
ment bank had advanced a total US$33.5 million to NRI Com¬ 
panies and individuals, apparently nominated by Reliance, to e p 
them to subscribe to the F series debentures. This was about 40 
per cent of the Rs 1.08 billion Investment made by • 

3 he loans had similar terms: tw« percentage po»n retujn 

London interbank rate or 10 per cent a year, ^ clearly 

fpom interest was 1 1 per cent after tax. e inv . 

a her the Capital gain from eventual c ° nve ™ . on na mes in 
The detectives had exhausüve sea e ^ most tumed 

Channel Islands as well as the se ’ 10 of the 11 

U P negative, ln die Isle of Man ^ dergone a su aden 

controversial Companies from i y t 1985 The two most 

changc of ownership and directors in Augu ^ some thing more 
provocative names had also beCI ). had tecome Asian Multi- 
»nnocuous: Crocodile Investmen ^. Lment s had become Asian 
Growth Investments, and Fiasco 


Scanned by CamScanner 



118 THE POLYESTER PR1NCE 


Ui<- 


vctmoiis ln (hc-case of the 1 Ith Company, Trient _ 

it was not possible to cstablish non-resident Indian 

aii.. ■ |r ' 

With the 10 Companies, the various Shahs and Da 
Leicestcr, Berlin, Djibouti and New York had suddenlv tra" t 
their 55 to 80 per Cent shareholdings in August 1985 to 
formed holding Companies iif the British Vmnn Island 
names matching those of the Isle of Man Companies thev T 
owned. Inquiries in Leichter found the Shahs had hot ieri 
any notieeable jump in their wealth frbm the sale of oontml 
equity by then worth over Rs 1 billiön or US$80 million In 

w ^ 016 531,16 de S ree «f ignorante as they 

hl^dh h' f y ' Krishna ^ Shah-Shirirbhai's M 

'%^ScT ate_ " VaS t0 ° Ü1 t0 mect anyone (and died in 

to S* NeW ^ rk , inVeSt ° rS ' Praful and Naüni Shah, turnedout 
“TL*- midd ' e<iass y° u "g couple mostly living off 

their SlT ? ary as derk in a dt y law firm. They had bou^it 
modest home in the suburbs for US$49 000 with a $34 000 

ent!v^ a ^ e 30 • ^ r ° Ve an * ^'X ear "°W Dodge. They had not appaf- 
thtev . C< ^, me . recent wealth either, but any connection 

X f T* Dh ^ b ^i was not discovered. 
cornnam *^4, the British Viigin Islands had had a 

^mari C °i d ^ es *g ne d for the discreet investor. Cäfled the 
nies t« k usiness Companies Ordinance, it allowed compa* 
votjg at r UC S arCS tÖ 311 unname ^ bearer who was allowed to 

meet ings. Companies could isstie hpn-vp 
Spital to cf 81 ^hnically; an NRI could owri 60 per cent nf 
bt a }) And Jrn ^ ^ W * t ^ 1 niles but have no voting 

corporate Knli- C ° U ^ bave ^ aGG less shareholders thiough tr 
ever, r>är1 - • ,es an d the like. Directors and shareholders c 

InlCTZ meetin ? s b y «t'Phone. J J 

a fötal r) f >*> >( com P an ies > Gurumurthy’s inquiries found th 

' bannd »gwtered in the Isle of Man or the 

‘ * debent. ^ subscrib ed a total (fe M l million to the 

■''hht ribed r«. c^* . f ^ British Virgin Island Companies a 

A ' ; d> Prnirai <\ u 1 ? i ? lon * ^d some 41 companic in the 
Bank of t Ha f been lent ^ average Rs I tfiH'*«" cach 
Om o( ,‘ u r to su bscribe. -jU 

tAV na mes in the British tax havens, the sea ^__ 
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<•'« » directors had been annoin .,.,1 . 

■„„cmber 1985, jus. after the F series i ssw Manv'had^f a * 
Resident of Dubai. Homi Ratan Colah, as the. 

, v ,cldmg majority control. Others had pcoplfof inA d ' reCt ° r 
; icd as residents of Nigeria. ^ P C ° f Ind,a " ^ 

The Dubai Companies had some fandful names laken fron, 
vanous au 0 *"! Sanskrit scnptures: 10 from the Vmieshmra 
Asbtotra, and 12 ßöm the Sandhya Mantra. Several others took 
„arnes from «he avatars of U>rd Shiva and other divinities. 
Reliance s Middle East co-ördinator' and DhirubhaTs old col- 
league from -sse & Co in Aden, Bharat Kumar Shah, subscribed 
Rs 35 ntillion m the names of himself and his family, and in the 
first week of Septerhber 1985 had sent a list of borrowers 
including himself to the Bank of Oman. 

Through a firm of Panamanian lawyers with an office in 
London, the investigatörs had also done a search in Panama on 
more than 100 Company names matching thöse on the list of 
Reliance investors. They found some of the names, all registered 
on the same day in July 1985. Listed among Company officers 
were two members of an Indian firm of chartered accountants in 
Dubai which had done work for Reliance. But the London 
investigatörs reported back to Bombay that their local agents had 
not been able to get information out of the Panama lawyers who 
bad incorporated the Companies. ‘Our agents have been advised 
that this is a most delicate matter, and should not be pursued 
further/ they said. 

It was unsatisfactory—and tantalising, given that the trai 
seemed to lead through the tax haveris and corporate hideouts 
°f the globe back towards Bombay. The leads in Panama and 
Dubai were not enough to build^ storv on. But it was enoug 
f°r Gurumurthy to resume the chase abandone y t e n mn 
Press in Januarv 1984 —when, he daimed, the Anan a azar 
Patrika group had been warned off by the wtthdrawal of all 

‘“Äsrs*. ^.-.rÄS £ 

heading Reliance, crocodiles & liascos e hasisine the 

Story 0 f the isle of Man Companies once ag«n. pG 
series of coincidences that pointed to a sing 1 « in (hc 

fo the action in Bombay. Given the Uan k of lndia to 

British Virgin Islands, how was the Resc 
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(hc Companies had 60 |>er Cent control by non- 



veril " ,'irrd by the Indian rules? Had the « 

' iJ,Ä f^en informed of the changed control in 1985? 
CV, rummurthy also highlighted the way in which ' 
' tmfn t rules had been timely for the Investments i 
o* Man Companies. Between late March and August 19 
! vo bear attacks against Rcliance, some 1.872 million 
the companv —neaiiy 10 per cent,of the then issued 
been bought by brokers on behalf öf unnamed NR1 i 

The Investment rules had been relaxed first on 14Apt$ 
just after the first bear attapk, to give repatriation rights 
and extend investment freedom to Companies, partn 
trusts with 60 per cent NR1 o^vnership. Then on 20 
after the second attack, the rules were further relaxed to 
the Rs 100 000 (face value) ceiling for any one NRI .ii: 
Instead, each NR1 investor could hold up to one per 
paid-up capital of the Company Instead of having to, 
the 1.872 million Rs 10 shares among 187 owners, the. 
ment was now just 10 separate shareholders. Oniy on, 9 
1982,. Gurumurthy pointed out, had the various Shahs 
Damanis acquired their 60 per cent-plus control of the Id 
of Man Companies. The amendments tö the investment rules 
ciearly been tailor-made’. 

In Gurumurthy’s 12 articles over three months, the f , 
Express had fired a devastating broadside at some of 

weakest defences. 

t had been an expensive lesson for having got on the 
1 xpres*- Ti ^ arwar > newspaper baron sitting at the 


cent 


Scanned by 



f 

9 

mmmm 

UNDER SIEGE 


S o far, it had becn just words—wounding as thev wcre to 
Dhirubhai and Reliance. But within three months, the Inäian 
Express campaign !ed to action. Late on the night of 10 June 
1986, the Ministry of Finance in New Delhi issued a formal 
notification that the political affairs Committee of Rajiv Gandhi’s 
cabinet, comprising the primc minister and his most senior 
ministers, had decided to ban the conversion of nonconvertible 
debentuies into shares. 

The timing of the cabinet decision could not have been more 
pointed. It had been widely known that the board of Reliance 
had been called to meet the next day, 11 June, specifically to 
decide to recommend conversion of the c and F series debent.ircs 
at the annual shareholders jL. >**eting two weeks later. On 4 June, 
a meeting of finance officials had given in principle’ approval 
for conversion, and the Reliance share price had jumped to < 
high of Rs 392. Once approved by the shareholders meeting, the 
Company woufd have applied fojr formal permission to the Min 
istry of Finance. 

The government’s decision meant the Company had lost a 
chancc to extinguish Rs 3.23 billion in debt, and make a corn* 
sponding boost to its reserves and net worth, while cutting about 
480 million in annual interest. I he delienture holders had 
lost the chance of a quick 200 per ccnt gain on theii original 

investment. 

Even before trading opened in the Bombay Stock I veham 
° n 1 1 June, Dalal Street was cmwded with Investors off loading 
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their Reliance debcnturrs in ‘kerb’ transactions. The I. Series 
debentures had been tradlng around Rs 727. , )0 and the 1 Series 
at about Rs 210 up to thefi. ’l’hry crasbcd mithin a few hours 
to around Rs 110. Dhinihhai met his othcr dircctors late in the 
aftemoon, and adjoiirncd to considcr olher proposals to put to 
shatvholders. 

More bad news was coming in. On 17 June, f inaner Minister 
Singh presideil over an ‘open Housc’ bearing of Claims and 
countcr-claims about the Rs 15 000 a tonne ‘anti-dumping’ duty 
that had bcen applied on polyester yarn back in November 1982. 
Anil Ambani represented Reliance. Jamnadas Moorjani attended 
lor the All-lndia Crimpers’ Association to oppose the levy. The 
next dav, Singh abolished the duty and yarn prices dropped 20 
per ccnt immediately. The same month, the authorities placed a 
Rs 3000 a tonne extra duty on imports of PIA to help the 
domestic manufacturers of the alternative fecdstock DMT. 

Dhirubhai was embattled on several othcr fronts. Just as the 
newspapers reported the ban on conversion of nonconvcrtibles, 
Gurumurthy began his series on the Isle of Man and other NRJ 
Investors. Four months earlier, on 18 March 1986, the minister 
of commerce, P Shiv Shankar, had confirmed to parliament that 
the Central Bureau of Investigation was looking into the alleged 
leak of the May 1985 policy phange on PTA imports. At the Start 
of June, Finance Minister V R Singh had ordernd the Reserve 
Bank of India to seek the facts of the ‘Reliance loan mela\ 

In addition, both Reliance and Bombay Dyeing were getting 
drawn into complicated litigation launched by small shareholders 
who seemed to have ample legal resources at their disposal. The 
same complaints were also being taken to ministers, the Company 
Law Board and the heads of financial institutions by backbench 

Ps suddenly seized of the uigency of the accounting intricacies 

involved. 

case a £ a * ns t Reliance had been taken to the Supreme 
Court by one Om Prakash Arora, a medical practitioner in New 
Oelhi who according to his letterhead—offered occult treatment 
lor bafflmg diseases’ affecting the head, skin, sex lifo, nerves and 
stomaeh and who hved by the motto that ‘Life is not a pioblem 

VCd bUt a m y ster y to bc >ived’. He alleged that Reliance 
vas c eaimg on the interest paid to holders of F Series deben 
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Nusli Wadia, tor his part, had to divert attention to a rase 
taken, inconveniently, to the Calcutta High Cjourt by one Kanul 
Singh Bhansali, who owned five Bombay Dyeing shares. Hc 
alleged wxong entries in the Company’s accounts for 1984-85 
and obtained a court injunction against distribution of divi- 
dends—just two days before Wadia was due to hold his annual 
shareholders meeting. Bhansali’s shares were worth about Rs 
2600 but he had been able to engnge one of India’s most costly 
firms of solicitors and a team of advocates whosc combined fce.> 
for the case would have been 100 times that amount. 

Dhirubhai’s response to the crisis was typically flambovant 
and combative. On 26 June, he held his meeting with sharehold¬ 
ers as scheduled. The Cooperage Football Ground had been 
replaced as too small a venue. Instead, some 30 000 investors 
flocked to the Cross Maidan, a large central park in Bombay and 
sat under canvas awnings. The small Investors were anxious for 
ihcir annual theatre. They wamed to see how Dhirubhai was 
shapine up, after his stroke in February and the onslaugh. bv 
Indian Express Thev expected Dhirubhai to come up, once 

atin tthlhe unexpected and get around the conversion han. 

g Dhirubhai did not disappoint, though his speech was oh.i- 
Dhirubnai a u vr . |jver p c |iance would soon 

ously a physica '■'-'y convertible debenture issue on a rights 
come out wtth a new, ft Polders, and would convcne 

basistoexistmg Share and debentu^ ^ company 

an extraortlinarv general meeting to JP^ ^ £ ^ f £er , es 

would try again towm 42 er cen t more in the first five 
Reliance was meanwhile selling I ^ months of 1985, and 

montlts of 1986 than it • “ . ma rk for the full year. The 

sales might cross the Rs ' foJ . a f urt her Rs 20 bilhon 
Company was draw '" g T pnjducts, induding plasücs al the 
Investment in new and aa SP jn G ujarat. 

proposed petrochemica! plant a mpanv , this was a rcsult 

As for the 'Propaganda' aga.nst ^e comi» ?ome 

of success which had createö th e Reliance ram- 
320 000 new shareholders had ^ million. Tlie Company 

ily‘, swelling the ownership s P rc ^! Management did not <)un 1 
opeTated fully withm the aw* . res ident Investors ruI J ri * 

single F Series debenture. Th countrics . Anywhere eise 

11 000 and were spread acI( ] > ’ s hoPO ured. 

Irvdia, this achievement would be 
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Hut tbe n<*w\ to grt wor&r toi Dhirubhai p] fih 

(kvnk.t b> Mukesh and tlnn Pbimbh.ii hfmsclf had bn*igh/° 
tcmpoian Iukt in thc l.\j*vss campaign, Hut this \wjur ^ 
acddcnUlb broken h\ thc Rfluner camp whcn a pnr-Con*,,. * 
m*ga*mc ctllni ()*Mvr ran an attark on VVadia. despite 
mmutc ctloits l>hmibh;us fricnd. thc MP Murti Deora. to 
ha\r it canncd. 1 


ln anv c«r, othcr publica tions wrrr taking up thr attaek on 
Rrliancr. On S July thc tabloid ßliu took an existing scandaJ a 
k>i Kirthcr Understatement was not a hallmark of its cditor. Rmsy 
Karanjia. "Hk* front *pagc splash began: ‘The metcoric risc of thc 
Rrliancr gnmp ot Companies to thc pinnade of monopoly powrr 
was bidlevi by a serics of swindles of a magnitude unparallcled 
m thc annals of corporate fraiul in this country incontrovertjble 
cvuienoc in the possession of Blitz reveals . . 

Wliat the newspaper possessed actually related to one trans- 
action, an Enhancement of one of the letters of credit for the 
unjiort of PTA carried out in May 1985. A branch in Bombay 
V! viara Bank, owned by the govemment, had increa.scii 

!'cc!T CC n ProVidecl ' n thc Ietter b y US $ 6 93 Million (to 
L S58.3 2 million) in a handwritten amendment dated 29 May 

1985—thc same day that the import policy was changed. As weil 

as the amendment, Blik had a copy of a Ietter by a Reliance 

rinance managet dated 31 May to the Canara Bank branch. It 

compl.uned that in the bank’s communication to the PTA sup- 

pber (the British Chemicals giant ICI) ’the fact the above IC has 

enhanced on 28.05.85 has not bcen brought out cleariy . . . 

¥xi are aware the effective date of enhancement of the above 

is one ot the important factors which now vou may commu- 

mca ^ £ bcnefidar y stating that thc LC has been enhanced 

on 28.05.85. 

The Company was worried that a Ietter of credit dated the 
same day as the policy change would l>c disallowed. The branch 
manager obl i>y aendlng a tetex to ICI to this cffcct on 1 
June ln a fullow up aiticlc, Hhu reproduced cornspondence frnni 
Kelianrc to ministrrs and senior government officials in which 
the Company msisfed all letters of cicdit were taken out befort 

** 9 May assertions Blitz described as ‘lies’ and ‘fooline the 

government'. 

Ihc hank manager s action could be put down to a willingness. 
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dient, if indeed*!:'tramactionlia i 1 ’“' “"''l disadvanta 8 f his 

1 h d offi “- who a *ed what were the 'important 
ctors and a request from the centraJ bank for the discrepan- 

nes m dates to be deared up. And as the Blitz report came just 
aftei Ounimurthy s account of the 'ioan mela’-in which severaJ 
ombay brandies of the Canara Bank had figured, against their 
board s initial wishes-the possibüity of a more serious forgery 
was more credible. 67 

/^ e ^ eserve Bank of India had meanwhile reported to the 
inistry of Finance at the beginning of JuJy on its preliminary 
inquiry into the loan mela. It found that nine banks had given 
advances totalling Rs 592.8 million in India durine 1985 to 
Companies apparently associated with Reliance, against security 
of Reliance shares and debentures. The loan accounts totalled 
18/, gwen to 63 Companies. Reliance had placed money with all 
the nine banks, totalling Rs 919 million, as deposits, not collat- 
eral. Several of the borrowing Companies had been established 
very recently, and in some cases with a Capital of only Rs 1000 
or Rs 10 000 though they had borrowed amounts as great as Rs 
9.5 million. The purpose of the loans was generally stated as 
working Capital’ or ‘purchase of shares’. In all cases, the security 
offered was shares or debentures of Reliance, held either in the 
name of the borrowing Company or that of another Company 
connected with Reliance. The banks had not worried about 
repayment capacity of the Companies, or joöked into the end use 
°f the funds. 

The loans had not broken every rule. RBI directives required 
^t shares pledged against loans 'of more than Rs 50 000 be 
transferred to the lending bank’s name. This had been complied 
generally The loans had been repayable within 30 months, 

/ft 50016 03565 12 months, and thus were not long-term loans 
Ve years and more) which required RBI approval. But bv 
^nting large advances to Reliance-linked Companies, possibly to 
adlf stren gthen the Controlling interest, the banks had not 
to ^ to ^ ‘ s P irit ’ of the RBI guidelines—-that loans be given 
^ productive activity. 

^ n 1^ July, Finance Minister Singh prcsented the interim 
** to the lower house of parliament and the Reset ve Bank s 
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govcrnor, R N. Malhotra, appointed onc 0 f | lis 
governors, C. Rangarajan, arid flirre othcr fc*nu;,| j! * 
Finance Ministrv officials to makr a full inqufry On r 
Singh spoke in thc parliamcnt’s upper houie, and . lv , ( ' Jr , ][ h 
• that thc loans would bc recallcd if thc Rangarajan <,"/ ^ 
found thcy had bccn givcn in Violation of rulrs ar,d 2 
being put to proper use. J Wf " rw,f 

The remark caiiscd new pandemonium in Dalal Strrrt 
price of Reliancc shares tumbled from Rs 366 to a \, )W () f / 
312, before closing at Rs 317. The Bombay Stock Exehangr h \ 
earlier doubled the margin—the up-front payment ahead of 
scttlement—on buyers of Reliance shares, from Rs <10 t 0 r s H( , 
because Jt was aware of heavy buying by the Company s own 
support System. This limited Dhirubhai s ability to stem the day'< 
rout. But things went so badly, with Reliancc dragging down the 
whole market, that at the close of the day the exchangc also put 
a similar margin on sales. putting shacklcs on the bears as well. 

Reliance also came under attack in parliamcnt when thc 
central bank’s interim report was debated on 31 July A dozen 
eaders of Opposition parties (induding communists, regional 
^cnips and the BJP) signed a letter urging a thorough probe into 
Mance. Ä scrutiny of this industrial monopoly by the press has 
u o ded massive and ingenious schemes and methods adopted 
y tie Company in gross contcmpt of public policies and statu- 
tory laws formulated by succcssive governments.’ Anothcr par- 
tamentarian, A. G. Kulkarni, helonging to tfie Congress splintcr 
group led by the Maharashtra state strongman Sharad Ihwar, 
to a deputy govcrnor of thc Reserve Bank itself being 
A , o ved in the colhpion. The primc minister, Rajiv Gandhi, 
assured the MP$ that the affairs of Reliance would be ‘fcrudniscd 
° n iÜ) er ^ s . and ac tiori taken ‘according to law after imjuiry’. 
in n e f r,Ce ^ e * iance shares continued to fall, hifting Rs 27*1 
r . <>ni a 7 on 4 August. Tb slow the crash, the Bombay Stock 
j . an ^ C , ra ’ scd daily margin on sales to Rs 100, and i" 
deliv >0n Tu nned new sa!cs in Reliance cxccpt for immediate 
r C if y » r hC Scri f rcco vered to Rs 290 aller the drdsion. 
• T , en s Etfjres\ critidsed the Iran on forwartl 

c assumption underlying thc ban is (hat forward selling is 
enc mg to bring down the prices ol the scrip hrlow tln* nafivtu 
es * 11 sa,d in a commentary. ‘But the truth is that R<Tian‘<‘ s 
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artificial prices.’ If „, P rx<h' < '‘ K “ P a « 
for a while. thc ncmpapcr M id ll 'X*? n R '«• Mt lor^i ^ 

as well* * 1 snou ia stop forwnr.l . I 

,, 1 rwar(l Hinhascs 

Gurumurthy thcn wi K hed in 

tdlcgation which Kcpt thc sharc Zi Ttu™*'*' 

Company that hat! smugglcd ln P ™' ^ *"g: Rriiancr was 

Wr Kttow of watchcs, radio-rccorfS ' ion lnd,M,rial P'ant. 
durables, sneaking into India ., „ v,dcos - populär consumer 
slip gold biseuits [ingots] and r, J “ re those wh «> *y and 

began. Bin wc had not, so f ar * ,cs P ast th « Customs/ he 
in large factories . . .»3 ’ mc acros s those who smuggle 

In late I <4 85 and earlv 19ft^ n 
imported the components of itc C,! ' ru 4 n ' urth y sa *d, Reliant had 
estcr staple fibre plant in com n ° W 45 000 t0nne a y ear poly- 
and by air through the Bomh ^ Unv : nt * by sca thrr >ugh Bombay 
among the sante Ua 2^° 

S£ ab,e to mak - 25 000 -ÄS 

vear" l' 9 ? 2 ’ had actuall y imported a 25 000 tonniTl 

ycar plant under the guise of its licensed 10 000 tonne plant 

e a-endorsement scheine of Pranab Mukhcrjee had allbwcd 
Reliance to legitimise this in 1984. At the same time it had been 
allowed to import ‘balancing equipment’ to match the capacities 
°l the polycondensation units (which make the polyester) and 
the spinning lines (which extrude it into yarn). The Rs 183.8 
ntillion worth of ‘balancing equipment’ the Company had been 
licensed to import in early 1985 was actually an additional yarn 
plant capable of making 20 000 tonnes a year. Together with the 
ftcwiy smuggled third plant, Relianct now had a yarn capacity 
70 000 tonnes at Ratalganga, as against its licence for 25 125 
tonnes. 


Each of the second and third plants consisted of a polycon¬ 
densation unit and four spinning lines. Bought new, each would 
^°st about Rs 2 billion, and second-hand, about half that 
Öoesn’t the enforcement branch want to know where Reliancc 
got the foreign exchange to pay for these? , asked Gurumurthy, 
• • • or will they hide behind the principle of jurisprudence that 
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was propoundcd by toiinci linAiut inlulnirr Mi l’i n, ,|, 
Mukhcrjrc on 16 Nov« n»l>ei l'Mtl in 11 »«• < im ul RHium» wIm,, 
he asscrtcd that "il undci bivolclng look placr, «nlun.m | ltV 
al ready failcd, and wr rcnilil do nothing jiImmii h lntn'" 

In a follow-up artiilc, ihr l.ipirss connrtird ihr ‘imugglnr 
varn capadty wilh a tliangc in |>olii y unnoiincfd on i (uly 
by thc minister of induitiy, Narain Don liwarl, whom ihr 
ticwspapcr had described as an ‘unabaahed Rrliaiur admirrr’ 
Tiwari said polyester piodmets war now free in switch prndu< 
tion between staple film* (spun from tut Icngths of yarn) and 
filamcnt yarn. Reliance would now bc ablr (o tlium out murr of 
the high-prirctl filamcnt yarn witliout altracting notjee Ihr 
policy applied to manufacturcrs will» a polyeondensation (apat ity 
of 30 000 tonnes and a filamcnt yarn capaeity of l'j 000 
tonncs—another apparently ‘taüor-made’ crittfion which only 
Reliance then fitted. 

Tiwari, who remained througbout a political tarerr extrndmg 
into thc late 1990s a staune!» nostalgist for Indira Gandhi, had 
also tried without succcss to wrest eontrol of the offne of 
Controller of Capital Issues in Jnly, arguing that »t fit teil liettrr 
with the Department of Company Affairs, whieh was unde» his 
portfolio, than with Finance. Ibis might have icscucd thc ton 
Version of the f and 1 Series debenturrs for Dhirubhai. ln 
addition, the Industry Mir»istry eleared an application by Reli- 
ance to expand its RIA plant’s capaeity from 75 000 tonnes to 
100 000 tonnes, whlJe sitting on an application u *rn Bombay 
Dyeing to expand its DMT capaeity. 

Rnt otherwise, Dhirubhai's friends in thc* government and 
Congrcss Party wen* ducking for covcr. Pia nab Mukhcrjee had 
!**" ( m,scr ab!y sidelincd lry Rajiv Gandhi. At the party’s Drccm 
her 1985 centenary Conference, Rajiv had snubbcd bim by calling 
niuh break during Mnkherjee’s srxrcch defending Indiias 
^ heu, in April 1986, 'Rajiv hatl Mimm.i" 1 

ino^a 6 | U , 1 ^ CC ^ rom party after new.spapers Iwy.in " l M " 1 
mg a revolt by Indira loyalists against Ins leatleiship. 

> wt ll ns the Indian Expms, Dhirubhai also faced .<<•" 1* ,,,,,,, 

rine Imnri f Uin • V Pandit, whose moiithly 1 , 1 ‘f . -1 

versies hi I I^Tou/" rx,rnsive atTounl of the Reliant, t“«'*"’ 

puhlishcr aV ■ 98 / ? ndit had w, »^‘*«l in Hong Kong 

naan Zecha (later a hotelirr) lx*forc letuming t° '' 
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nor that he was a dose familv frirnH t i n ° vrret ^hat, 

vm>', «kt iw» bjgK, 4 

Sh'™“ 8 in » p^Ä 

^rir, Business press reuined its admiration for 
Dhirubhai, wh.le hstmg the charges brought by the Express. Aber 
loan mela artides, the magazine Burmas India wrote that 
Senous as thesc allegations are. the candid reaction in most 
corporate arcles was a “hats off» to Ambam's gutsy genius in 
cucumven mg the complicated and oben suffiLting web cf 
corporate 1 ws and regulations that plague Indian business’. The 
magazine quoted unnamed merchant bankers and executives 
praismg Dhimbhai's ‘financial wizardry and guts’ and ‘intricate 
lUgglery of high fmanceV The simplicity of his schemes bordered 
on genius: the man was ‘unabashedly’ a *go-getter\ 

The Business India writers, Mukkaram Bhagat and Dilip Cher- 
ian, concluded that it was ‘the commercial banks, much more 
than Reliance itself, which have been caught on a sticky wicket 
For a long time to come, the rights and wrongs of the so-called 
“loan mela” will be hotly debated. What is really new in the 
Reliance affair is the scale and the masterly skill with which 
Ambani had the banks falling over each other, only to reveal the 
hollowness of an over-regulated System.’ 

One friend in the press who defended Reliance was the editor 
of The Times of India , Girilal Jain. Almost alone, the Times had 
attacked the decision to ban conversion of nonconvertibles, in 
an editorial headlined ‘Not Credible’ on 18 June. If the decision 
had been taken to prevent speculation, it asked, why had the 
authorities not acted when the price of the debentures started 
rising six months earlier? Why had Reliance been led to believe 
conversion was in prospect, as late as the 4 June officials’ meeting 
which had given in-principle approval? 

But Jain was embarrassed when rival newspapers reported that 
he himself had subscribed to 3000 of the Rs 100 F Series of 
Reliance in July 1985, and that he had been given a loan by the 
Bank of Credit and Commerce International for the purchase. 
The loan was confirmed in a letter to the Reserve Bank of India 
hom the BCCI’s Bombay branch on 23 June 1986. Reliance 


Scanned by CamScanner 


130 


THE POLYESTER PRINCI 


denied thc Company had arranged ihr Onanrr f,., 
deposits with BCCI later in 1985 had Hern in the norm | ,f * 
of business.* i * rr " fo,Jr v- 

Dhinihhai decidcd to lake his defcnce directly to il lr 
in a scries of 15 full-page advertisements taken out a , ,1 
of |uly in newspapers across India. including the Indian 
A Conccrn for Truth' one was headed: 'When our ChT 
told 30 000 Investors at our recently heid annual general inee.l'I 
m Bombay that not a single F series debenture was either dS 
or induectly held by his family, it drew the curtain on vet an«,hi! 
controversy / VVh.y would it have been necessary to ,Z l 
the issue, when it was oversubscribed by Rs 1.3 bitlion which 
had to be returned? Only Rs 160 million had corne front 
corporate Investors in any case. And far from increasing comrol 

work Pron H 0terS ha<1 - bee " redüdn ? their boldings. 'By shecr hard 
«ork and mnovat.veness [sic], Reliance had reached the ton 

Without any rupee borrowings from banks or financial institu- 
projects l,reCt y ° r indireCt ' y f ° r “P ital expenditure of the new 

Under the heading An Allegiance to Ethics’ the Company 
explamed that 'the ethics of business' were ground rules that 
s ould never be violated if a Company was to grow, and these 
were enshnned in the Reliance boardroom. 

But that does not stop us from being innovative and forward 
ihinkmg. That does not prevent us from taking the ormal 
busmess nsk. As well as the abnormal one sometimes To 
ensure that our Investors get the best return on their n.oney 
rius year we have paid out Rs 25.75 crores [257.5 million] in 
iv i en s. TTie highest in Indian corporate history. This does 
not come from sitting back and complaining about the 
madequacies of the market or the System. It comes from a 
'. P^^P*' 011 °f the role of corporate enterprise: as a 

er st f 1 | ,at m ° Ve nat * on ahead. But never at thc 

with d ,r ,CS ’ * s a ^ act diat everyone who intcracts 

* UnC< ^ * tcst ‘fy to We value growth but with dignity. 

We pursuc profits but with integrity 

J^ n ^ r , ^ Matter of Style' the advertisements ’cxtollcd the 
rot* ^ S , SCarc * 1 f° r excellence’ while under A Ivel for lomor 
e y caimed Reliance was among the few Companies plan 
mg for growth in thc years ahead. An Obsession for 'Technology’ 
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said the Company’s planes had been acclaimed by the World Bank 
and others as the most modern: ‘No wonder wc chose PTA.’ And 
so on, to the finale. An Occasion for Thanks’, emphasising that 
1.8 million investors had shares in Reliance. 

TTie Indian Express began attacking the Reliance assertions even 
before they ended, in particular the claim in Ä Concem for Truth’ 


that not a single F Series > debenture had been held by the 
Ambanis in any way Under the headlinc ‘The advertisement that 
teils a lie the Express pointed to the bank loans made, for the 


purpose of buying F series scrip,'to Companies Iike Shangrila, 
Vimal and Mac Investments in which various Ambanis and 
MeswanL were listed as shareholders. The Reliance advertisement 
could only be true if the money was borrowed for one purpose 
but was used for quite anotherV Where then did the money go? 

The answer was to come two months later, when the central 
banks Rangarajan committee gave its final report on the Ioan 
mela. It found that the 43 Companies linked with Reliance had 
borrowed Rs 599.8 million from banks in India during 1985. 
These loans had not been used for buying F Series debentures 
after all. However, ‘a significant portion of the bank loans had 
been utilised to sustain the piirchases of shares made earliej: by 


substituting credit raised elsewhere by bank credit’. On 30 June 
1985, before the loans, the Companies had a combined Iiability 
on account of share purchases of Rs 380 million. Six months 
later the liabilities had been reduced to Rs 5 million. The loans 
had been secure and profitable for the banks, but were not 
justified in the light of their end use, which the bariks had not 

bothered to check. . 

Reliance immediately claimed it had been cleared of all 
chatges’ made by the press over the !oan mela. The amount 
involved was not the claimed Rs 1.018 billion, and the loans had 
not been used to prop up the F Series issue or make speculative 
gains from it The banks had complied with the guidelmes on 
taking shares as Securities, including transfer of ownership. 

The Indian Express said Rangarajan had not looked at t | he £ ans 
given Outside India by the banks. The Bank of India, the Ban 
of Oman and Canara Bank had given Rs 440 million to persons 
Outside India as nominated by Reliance and only for the acqu.- 
rition of the F Series. Add this to the loans given in Indu and 
the original figure for the "Ioan mela' was exceeded. In addiuon. 
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the loans appeared to bc in breach of iending rul es sinc - hsi „. 
m India could lend only against scjcurities already’jn exisimj 
The rrport had actually brought ouf. a more seriou, ^ 
our than the one originally reportejd: the loan 5 had been , 
for sustaming the sharemarket. And the borrowing Companies 
had misrepresented to the banks the purpose of the loans 
Dhimbhai had alieady tried to/counter the Indian Express 
campaignby direct rebuttal. On 8. Au^t 1986, his chief New 
Delhi lobbyist, the Reliance vice-president V Balasubramanian 
sent a reply of more than 60 pages.to th t'Express, asseihbling 
many of the pornts already made by .the Company and elaborating 
on several of the disputed subjects^For six months now your 
daily and sister publications have,b«*ri carrying a relentless 
campaign of corporate character-assassination against Reliance 
Industries Ltd,’he began. -i. 


Each one of the stories in the series, and the campaign as a 
whole, has been false in fact and malicious in intent . At 
every stage in this corporate witch-huntmg campaign, the 
[Express] has brazenly violated every jownalistic norm and its 
own professed creed of fair play and tnithful teporting by 
lending its columns to our adversaries and rivals whose political 
and business interests we have refused to serve and of which 
your non-joumalist pen-pusher is a self-admitted volunteer 
member . . 

The campaign has sought to destabilise Reliance by under- 
mining its investors’ confidence, creating distrust in public 
mind [sic], and sowing seeds of suspicion in the mj ds of ded- 
sion-makers about Reliance. The witch-hunting campaign has 
been aimed at creating a psychological envhonment of hostility 
against Reliance, and an ambience among dedsioivmakers and 
parliamerrtarians that can subserve [sic] the interests of the busi- 
ncss rivals of Reliance and other vested interests. The next im- 
mediate taiget of your campaign will obviotisly be to ‘Sabotage’ 
our most prestigious PTA project, which is introdudng the most 
advanced and latest third generation technology in its area of 
operations and which on completion will save the national 
exchequer an outgo of Rs 800 million a year by way of total 
import Substitution . . . 


Some of the rebuttals were valid enough. The non-resident 
share acquisitions were unlikely to turn into a foreign exchange 
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drain, as few such Investments were liquidated and, if thcy were, 
capital gains tax of 50 per cent or 65 per cent would apply, and 
then the Investors would suffer from a less favourable exchange 
rate due to the rupee s constant depreciation over the years. 

Certain other points were disingenuous: Balasubramanian said 
that conversion of debentures would lower the foreign exchange 
outgoings, as much less would be paid in dividends than in 
interest. He did not discuss sale of the shares after conversion. 
As for the ownership of the offshore Companies, non-resident 
Indian control had been verified to the central bank’s satisfaction. 
As for the August 1982 lifting of the Rs 100 000 investment 
limit, it is well known that the intimation of removal of mone¬ 
tary ceiling was sent to the [Reserve Bank] by the Finance 
Ministry nearly six weeks prior . . 

W Reliance had benefited from various industrial policies, it 
was because its performance had been better or it had done its 
‘homework’ well beforehand. Other Companies not mentioned by 
the Express had also received licences for products in competition 
with Reliance. Licences were given under several ministers, not 
one particular person (an obvious reference to Mukherjee). 

The figures on the Company’s inonopoly power were much 
lower than those in the Express series. Instead of 18 to 62.5 per 
cent of national licensed capacity, Reliance's licensed capacity 
ranged from 7.5 to 34.84 per cent. The letter did not go into 
Reliance’s capacities as a proportion of national installed capacity, 
which might have been closer to the Express figures. 

On the allegation of smuggling in a new polyester Filament 
yarn plant along with its declared polyester fibre plant, 
Balasubramanian called.this absurd and [a] figment of imagina- 
tion of the writer’, which ‘trespassed all the limits of decency’. 

Equipment was imported against a list attached to the relevant 
capital goods licences, and the contents verified by Customs. 

. . what the writer is alleging is incompetence of the govem- 
ment authorities who scrutinised the import and cleared [it],’ he 
said. It was a ‘weU-known fact’ that the output of synthetic fibre 
plants could be much higher than licensed capacity, depending 
on etfidency and the denierage (thickness) of the yarn. No 
Company would smuggle in a plant because it would lose the 
benefit of depreciation, investment allowances and other deduc- 
tions against income. ‘Reliance Industries Ltd belongs to 18 lakh 
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(1.8 millionj Investors and no management would l*. f ( .. 
cnough to inject funds of thc magnitude of Rs l(X) < r()f( „ 
bi Ilion) for bringing in a plant, the benefit of which has t > L, 
shared with the Investors, tbe govemment, and thc consunv-rs of 
the cnd product.’ 

Balasubramanian’s letter was just more ammunition f 0r 
Gurumurthy, who responded on 19 August under the headline 
The answers that answer nothing’. Setting out his original 
charges in one column, he listed the Reliance replies against them 
aJongside, and in a third column his comments on the replies 
Against many of the accusations, he noted, Reliance had made 
no response at all. In others it had been selective in what it 
addressed. Where his articles were attacked, Gurumurthv stood 
by his major points. 

Three weeks later he was back on the attack. In a three-part 
arücle over 9-11 September, he alleged that with the connivance 
of officials in technical departments the new PTA plant at 
Ratalganga included plants for producing the feedstocks directly 
requued without seeking separate licences for them. Instead of 
usmg the petroleum derivative paraxylene as feedstock, Reliance 
would Start with the next product up the petroleum chain, 
napththa. There is no way of producing PTA from napththa 
without first producing paraxylene,’ Gurumurthy noted. ‘It is Iike 
saying that a bicycle is made from iron ore.' 

As well as a paraxylene line, Reliance was inslalling its own 
plant to extract benzene, another napththa derivative used to 
make the detergent ingredient LAB, which the Company was also 
producing at Patalganga. To secure the napththa it needed, 
Reliance was lobbying to have output dedicated from the gov- 
emment-owned Bharat Betrochemicals Ltd refinery in Bombay 
and sent to Patalganga through the refinery’s pipeline. Bharat 
etrochemicals own plans to make paraxylene should be dropped 
cause of environmental’ concerns, Reliance had suggested in 
a letter to the Department of Petrochemicals. 

n addition, tlie ITA plant included a 25 000 kilowatt power 
pl^nt, which Reliance was later to explain as a ‘gift’ included 
within the overall plant cost by the British suppliers of the ITA 
plant, thc engineers John Brown Ltd, even though the generator 
was of German manufacture. 

By that time, Gurumurthy’s report on the \smuggled’ varn 




Scanned by CamScanner 


UNDER SIEGE 


135 


•capacity at Pbtalganga had led to an official inquiry. On 20 August 
a team of six officials and engineers from relevant ministries 
amved at the Reliance factory to see exactly what machinery 
was installed. They looked around, and asked some questions to 
which answers were demanded by the next aftemoon. According 
to a report on the mission by its leader M. S.. Grover to the 
Ministry of Industry op 10 September, ’Messrs Reliance either 

did not give the Information timely or the Information eiven was 
inadequate’. . 

Reliance executives were disputing that any precise tonnage 
could be assigned to a given plant. With constant meterage 
(length of fibre produced) almost any tonnage could be produced 
by varying the denierage (thickness) of the filament, it main- 
tained. In its Applications for licences, Reliance had made certain 
denierage sftecifications. At no stage had the govemment told it 
of any policy decision that the Controlling factor was the tonnage. 

The officials met Reliance representatives a second time at the 
Customs House in Bombay on 22 August. The answers were still 
not satisfactory, and several other follow-up meetings were held 
in New Delhi, leading to a presentation by Reliance on 1 
September. The officials were still unsatisfied: Reliance refused 
to give precise specifications of equipment because it was ‘pro- 
prietary knowledge’. 

The committee asked Reliance at least to explain how the 
capacity of the PTA unit’s air compressor—a component that 
gave a clue to the Overall plant capacity—was nearly 50 per cent 
greater than needed for the licensed plant, and how the polyester 
filament yam plant came to have 12 spinning lines instead of 
the eight cleared for import. On the first point, the officials 
appeared to have been left uncertain. On the second, Reliance 
said the four extra spinning units were made from disassembled 
Parts shipped with the four second-hand spinning lines brought 
ln as part of the ‘balancing equipment’ in 1984. 

In their conclusions, the officials knocked down the denierage 
ar guments about capacity, and homed in on the one fact that 
was obvious to the eye. Instead of the eight spinning lines that 
Reliance was cleared to import, its factory was operating 12 lines. 
Nowhere in any of the documentation produced by Reliance 
could any reference be found to this additional capacity As for 
the complete filament yam plant, the inspectors rated its capacity 
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at between 55 000 and 63 000 tonnes a year— more than double 
the licensed output of 25 125 tonnes. 

The report, crammed with numbers and dry engineerimr 
detail, was passed to the Customs Service, which then looked 
back through the records of equipment imports by Reliance It 
was to lead four months later to Bombay Customs, so often 
sympathetic to Dhirubhai in the past, handing Reliance a show- 
cause notice alleging the Company had smuggled in spinning 
machines and undedared industrial capadty worth Rs 1.145 
billion. The Customs put the duty evaded at Rs 1.196 billion, 
and invited Reliance to ask why this should not be levied. In 
addition, the Company faced the possibility of fines up to five 
times that amount and confiscation of the smuggled goods, while 
individual executives could be prosecuted for smuggling. 

If huge Steel structures that occupied 20 000 square feet of 
factory space could be imuggled into India, what could not?, 
Gurumurthy was to ask. Why not guns? Tanks and missiles even? 
‘Compare the ease with which it was accomplished with the 
torment of someone landing in India with a few saris in his bag 
for his pestering wife, unable to make up his mind on whether 
to move towards the green channel or the red channel,’ he wrote. 

With this homely touch, Gurumurthy rounded off what must 
rank among the most powerful examples of investigative joumal- 
ism anywhere. For the time being, at least, Gurumurthy had 
certainly closed the green channels for Dhirubhai Ambani. 
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T o see Bhure Lai on u- 

Lodhi Gardens was tobow^? ^ NeW Delhi ’ s 

from his objective Militarv 1 nCC a man not easi V diverted 
narrowed on some diW^^^^ neat, eyes 

attackcd his exercise routiiJTirith " ms . swin g in g- Bhu « Lai 
desperate forced march roVasi« TZ? ° f 3 ^ °" 3 
bureaucrats who favouied the ; . “T* **“ scnior 

with his blistering pace ^ C,tCU,t SUu88 ' ed to k «P «P 

the^H miU l ary bearin 8 was no affectation. Bhure Lai had joined 
£e Indian Army on a short-term officer's Commission soon aftet 
Chinese attack along the eastern borders in 1962 and saw 
action against Pakistan in the 1965 war. He retired from militarv 
Service with the rank of captain in 1970 when he won a place 
uirough examination in the elite Indian Administrative Service 
Atter severai district posts in Uttar Pradesh, he became a secre- 
tar >' to V P Singh when he was the state's chief minister. At the 
end of March 1985, just after Singh as Rajiv’s Finance minister 
nad declared his war on the black economy BhuTe Lai was made 
CHtector of Enforcement in the Ministry of Finance, responsible 
f or finding transgressions of India’s highly detailed and restrictive 
exchange control laws. By early 1986 In* too had joined the attack 
on Dhirubhai. 

The Director of Enhm enirnl en|oyed widc discretionary 
P°Wers about whorn he mveshgated, and was allowed to operate 
^th minimal einulation of reporlr» mitslde Ins own ofllce to avoid 
compronrüäir.j: arrrst«. and M an h laids In addltton, Bhure Lai 
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had thc cx>nfidence of his immediate superior, the Revenue 
Secretary in the Ministry of Finance, Vinod Plande, who in turn 
was a eonfidant of V P Singh himself. It was a closed circle that 
frustrated Dhirubhai’s network of sympathetic officials within the 
Finance Ministry, among whom many fellow bureaucrats and 
politicians placed the able and ambitious head of the ministry, 
the finance Secretary, S. Venkitaramanan. 1 

Bhure Lai made his first foray overseas to pick up Dhirubhai’s 
hidden Financial trails in May 1986. He went to London, to look 
into the ownership of the Isle of Man Companies, but found a 
baffling wall of secrecv in the tax havens. He travelled to Leicester 
in an attempt to persuade the Shahs to talk, but arrived a few 
days after the family head, Krishna Kant Shah, had died. His 
attempt to prosecute the Kirloskar group over its alleged front 
Company in Germany had also failed because the suspect Com¬ 
pany’s financial Statements could not be sequestered. 

The Enforcement Directorate also raided the Bank of Credit 
and Commerce International in Bombay, and brought charges 
against its local general manager and five other staff under the 
special law against smuggling of currency, which went by the 
acronym COFEPOSA- Bhure Lai met the head of the BCCI’s 
Asian operations, Swaleh Naqvi, and offered to go soft on the 
bank’s staff provided it supplied all details of Dhirubhai’s sus- 
pected transactions to fund the purchase of Reliance shares by 
the offshore Companies. Naqvi agreed, but reneged nee back in 
London and asserted that as a Luxembourg-domicik ’ bank the 
BCCI was not bound by Indian law. The BCCI was shut down 
by the Bank of England and other westem central banks in 1991 
amid allegations that it was a major money-laundering Operation 
for drug traffickers. 

To clinch a prosecution under the Foreign Exchange Regulation 
Act, the enforcers needed to produce evidence of the overseas 
4 leg’ of a havala transfer. Bhure Lai became convinccd that his 
intelligence agency would have to tap non-official sources to 
obtain the breaks it needed to build a case. But the private 
investigation agencies he found in London were too expensive 
for his office to hire out of its discretionary funds. Rcquesting a 
special budget would have blown the cover completely on his 

inquiries. 

India’s own embassies in foreign capitals were worse than 
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usclcss. In a later note on his 1986 inquiries, Bhure Lai eom- 
plaincd that any information given to Indian missions was usually 
passed on to the suspcct. When the Enforccment Direetorate had 
sought information from the Indian Embassy in Washington 
about suspected secrct commissions paid by the American grain 
'trading giant Louis Dreyfus Corp to tnc New Delhi industrialist 
Lalit Lhapar s Ballarpur Industries, the embassy had tclexed a 
vigorous complaint back to the Ministry of External Affairs. 

The enforcer discussed his dilemma in September with his 
superior, Revenue Secretary Vinod Pande, who in tum raised the 
problems during his frequent meetings with V P Singh. The 
finance minister gave his clearance to the proposal to use foreign 
investigating agents, on condition that any pavments be made 
after receipt of cvidence. The choice of the agents and other 


operational matters were left to the Director of Enforccment. 

' lt was left to Gurumurthv to point Bhure Lai towards the 
help he needed. The two had met first in July, in the coffee shop 
of New Delhi’s Janpath Hotel. Thereafter through the second 
half of 1986 they had had informal meetings when Gurumurthy 
was in the Capital, in the Taj Mahal hotel’s coffee shop, in Nehru 
Park and then at the Indian Exjircss gucsthouse. 

Gurumurthy had also bcen in London in May, on a separate 
visit. With Goenka’s resourccs behind him, he had not been 
deterred by the expense of British sleuths. But the inquiries by 
King’s had come to an impcnetrable wall of secrecy in Panama 
and Dubai. His attention was turning to the United States where 
initial inquiries had not unearthed much evidence. 

Parallel with his published articles, Gurumurthy had circulated 
a stream of detailed position papers to concerned officials and 
politicians about the various allegations against Reliance. In some 
cases, these papers made recommendations for corrective action— 
some of which were taken up, as with the banning of conversion 
of nonconvertible debentures—or for further investigation. 

Nusli Wadia had also kept up his contact with Rajiv Gandhi 
about Reliance. The two got on well: they were of similar age, 
each had a Parsi parent, and both were considerably more 
rosmoDolitan than their everyday cohorts. Early in 1986. the 
Minister agreed that Reliance should be targeted. As a 
niVmre emerged more fully of Dhirubhai’s operations, Rajiv al 
agreed that the case of the smuggled factorics, and the disguiv 


also 
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payments that must have been made for them through illegal 
hwala channels, were the most vulnerable points on which 
Dhirubhai could be nailed. 

Rajiv wanted to hear first-hand from Gurumurthy the full 
story Accordingly, arrangements were made through Wadia for a 
series of meetings over a week around the end of August, just 
before the prime minister was to travel to Harare, the Zimbabwe 
Capital, for a gathering of Commonwealth heads of government. 
ln the event, Rajiv did not attend the meetings and had the 
veteran Congress politician and Gandhi family loyalist Moham¬ 
med Yunus speak to Gurumurthy instead. 2 

In late September, Nusli Wadia was also making inquiries 
while on a visit to New York. The American-based Praful Shah, 
who had been listed as a shareholder in some of the Isle of Man 
Companies, remained a mystery Seeking a way of pressuring Shah 
to talk, Wadia consulted a New \brk accountancy firm called 
Kronish, Lieb, Weiner &. Hellman to see if Shah had been 
breaking ahy American laws. A partner advised that an American 
resident such as Shah would have had to declare any income 
derived from the investment in his name, whether or not it was 
distributed to him, and that the sale of his shares would be a 
‘taxable event’. 

ln October, Gurumurthy made a second trip to London, where 
he was given the name of an up-and-coming private investigation 
agency based on the outskirts of Washington, the F; rfax Group. 
The agency had been founded in 1983 by a former government 
anti-fraud investigator named Michael Hershman, then 41, who 
had worked with the US Senate inqiiiry into the Watergate 
scandal and had been deputy auditor-general with the US Gov- 
ernment’s Agency for International Development, visiting India 
several times on AID business. The Madras accountant went on 
to Washington, and spoke to Fairfax on behalf of Goenka. 

By then, Gurumurthy had published his articles on the ‘smug- 
gled’ filament yarn capacity, and it had become clear that the 
counter-parties to any secret payments by Reliance would have 
been either the suppliers of the equipment, principally Du Pont, 
or the American engineering firm that arranged the purchase and 
shipment of second-hand plant, Chemtex Fibers Inc. Hershman 
pointed out that he would need an authority from the Indiari 
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(iovemmcnt to gct ihr < oinpnnirs io divulge mnh rlal th< y wotild 
othrrwise dassify ns commerrinl ln confklcnte. 

I ler.shman was atxnil tu ntakr a vlslt tO Korr», whrrr ihr 
government had rctained Fairfax to adviac on sccurily for ihr 
19HK ()lympics in Seoul, Curumurthy asked hlm lo extrnd Ins 
'trip to India, whieh hc diel, arriving in Nrw Delhi early on I ’> 
Novcmlxr and checking inlo the Obeioi Hotel. f)vri the thrrr 
days ol his stay, Hershman was introdnerd Iry C»uruiimirthy lo 
Bhurt* I-al, and reachcd agrrement to work for the Government 
of India in rcturn for a contingrnry payment of 20 per er nt of 
any moncys recovrred—a reward in linc with Standard payments 
to informeis hy the Hnforcement Directoratr, though the 
anruxints involved were potcntially huge in ihr Rcliancc rase. 

The three subjects for investigation were Du Pont and 
Chcmtcx, regarding the supposedly smuggled yarn plant, and the 
Bank of Credit and Commerce International about the financing 
of the non-resident Investments in Rcliancc. On the BCCI, 
Hershman started making inquirics in Ix>ndon during a Stopover 
on his way back to Washington, and was soon made to realise 
he was on dangcrous ground. A tough-looking young Sikh 
knocked on the door of his hotcl room, and warned him against 
asking questions about BCCI. i 

It was not until 21 Dccember that Bhure Lai arrived in New 
\brk to get down to work with Hershman, who came to his hotel 
along with his vicc-president at Fairfax, Gordon McKay On 22 
Decembcr they went in to see Joseph D. Bruno, head of the 
Criminal Investigation Department in the Internal Revenue Ser¬ 
vice. Bhure Lai sought from Bruno whatever help could be 
provided to trap certain well-known operators of the Indian 
havala trade providing dollars in the United States in rcturn for 
rupee payments in India—which Bruno agreed would be illeval 
in the US if they execeded US$10 000 and had not been deared 
under American foreign exchange laws. Bhure Lai asked for help 
on the Dreyfus case, involving the alleged US$3 million commis 
sions on supplies of cooking oil to India’s State Trading ( ol , 
over 1982-86. And he followed up on the samc lines as 
Gurumurthy and Wadia in the Reliance puzzles. 

Bhure Lai detailed the involvement of the New \brk Iceal 
derk Praful Shah in the Itle of Man Companies, supp|yj n g the 
Company names and the amount of dividends and inteiest <>n 
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debenturcs that should have accrued to him from Reliancc. This 
incomc had not bcen declared to US tax authorities, Bhure La) 
said Praful Shah did not have the resources for thc Investments 
put in his name, and had claimed to be the nominee of Knshna 
Kant Shah in Britain, who had died in May 1986. But nor was 
K. K. Shah rieh enough, and he had not declared his Investments 
to the UK tax Service. The real Investor was suspected to be an 
Indian who siphoned off funds in a clandestine manner and got 
them recycled through the Shahs, thereby evading payment of 
taxes in India. Praful Shah refused to disclose his source of funds, 
and Bruno was urged to investigate. 

The Indian official then mentioned the role of BCCI, through 
its London operations, in the Isle of Man investments, citing the 
names of senior BCCI executives including Swaleh Naqvi, and a 
Mr Abidi (probably referring to the BCCI’s founder, Agha Hasan 
Abedi). The BCCI had provided much of the funding to ten of 
the Isle of Man Companies over 1982-83, along with the 
European Asian Bank in three cases, channelling the loans 
through the Company facilitators in the island tax haven. The 
loans had been repaid in New York on 14 June 1985 by credits 
to the two banks. Who had made the payments, and how? Who 
had stood guarantee against the loans by the two banks? 

Along with Gordon McKav and a lawver from a Delaware law 
firm named J. E. Liguori, Bhure Lai went on to hie Du Pont 
headquarters at Wilmington to tackle the chemicae- giant. The 
trio were met by a director, E D. Oyler, and a legal adviser, 
Geoffrey Gamble, and handed over a sheet of 15 questions about 
payments for the purchase of plants and technology by Reliance, 
and a list of 25 offshore Companies including many registered in 
the Isle of Man »o see if these had been party to any transactions. - 

A week later, on 30 December, Gamble called Bhure Lai and 
handed over Du Pont’s reply to the questionnaire. Bhure Lai was 
deeply disappointed in the answers, which he feit had flicked the 
ball on to Chemtex and given Du Pont itself some escape clauses. 
To the best of our information and belief at this time, the 
capacities of the plants are as indicated in the contracts which 
were approved by the Indian Govt,’ the document said. \ . . Tg 
the best of our information and belief, no second-hand equipment 
has been sold directly by Du Pont to Reliance from Canada, the 
United States or anywhere eise.’ ^ > 
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\Vias anv other cquipment procured by Chemtrr’— To the bei* 
of our Information and belief, no.’ Dki Reliance pay arraxir * io 
Du Pbnt prior to approval from the Government ot Ind a ceher 
than from India and were those payments adiusted by Du Por 
after recehing money from India after approvai?—'No. Did F>j 
F bnt have anv business relations m India with [25 rarr.es o: I Je 
of Man and other investment Companies]?—No rep.y was 
"attached. 

Bhurc Lai had found most of the people he wanted to rneet 
in Chemtex to be out of town over the Christmas—New fer 
perkxL He got through to an assistant legal counseL ho -W* 
gested he rall the com panv offices on 2 January Bhure s u. 
day in his mthorised tour, already extended once. He rang snd 
found the t ice closed. 

After irturning to New Delhi on 3 Januare I9S. Bhure 
continued to correspond with Du FV>nt by telex and iet_cr. •’-rth 
Fairfax acting as his agents in Washington. He reportru verbalh, 
jo Revenue Secretarv \inod ftmde. who was busy wtlt; Budget 
preparations and did not want to hear details. On 29 January 
the Du Pont lawver Gamble gave five more doeuir.ents to McKay 
Bhure I -al was again disappointed: the papers concemed Agree¬ 
ments made in 1981 for the original polyester yam plant ax 
Pfctalganga. not the additions made over the foüowing rHv vears 
On 11 Februare he wrote again to Gamble with. eight rurther 

questions. 

The enforver had meanwhile met an execuuve vice-president 
of Chemtex. Julie J. Martinex. who had come out to Lndia around 
21 January—to avoid dealing with the Fairfax agents. Bhure Lai 
suspected Martinez pnxnised fuD coopemtion. but his repiy sent 
on 2 February failed to satisfy Bhure Lai, who wrote hack: As I 
told to w over phone, I was disapppointed with your inadequate 
response and cannot help feeling that your letter oonceab a 
distinct unwiflingness to come out with oorrcet facts. your assur- 
ance of Cooperation notwithstanding.’ 

Bhure Lai endosed a six-page list of queres about the equrp- 
ment supplkd bv Chemtex to Reliance from Du Font s Hamm 
Uentrop Plant in Wfcst Germany He wanted details of pa>-ment. 
copies of documents such as invokrs, certifkates about the 
condition of the machinery and a detaüed list of items How 
was it. he asked. that the three spinning units originalh' supplved 
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by Chemtex (for a nominatcd 10 000 tonnes a year of polyester 
filament yam) had resultcd in actual production of 18 (XX) 
tonnes, when the additional nine units gave only a further 15 (XX) 
tonnes in installed capacity and 6000 tonnes in actual capacity? 

By that stage, government engineers had confirmed the pres- 
ence at I^talganga of machinery imported without licence. The 
Ministry of Industry had accepted the Reliance explanation that 
tour of its spinning units had been ‘split’ into eight units ‘to suit 
layout requinements’ but the Finance Ministry had not been 
convinced. After further inspections at Patalganga in December, 
the Customs Directorate issued its show-cause notice on 10 
February 1987 charging Reliance with smuggling and under- 
lrvvoidng plant worth Rs 1.14 billion and evading duty of some 
Rs 1 billion. Who had paid for the smuggled machinery and 
how., Bhure Lal wondered. In addition, who had paid Du Pont 
the royalties due for extra polycondensation capacity and spin- 

nU ?, !cf 1 -T hlC ?. amounted t0 somet h»ng between US$6 million 

ana Uo3>12 million? 


Du Pont and Chemtex could not be forced to answer, unless 
Fairfax found some breach of American law in the transactions. 
But they might find themselves blacklisted in the world’s .second 
most populous country where levels of textiles and Chemicals 
consumption were extremely low. Indians were quick to take 
offence at any implied disparagement of their sovereigntv by 
foreign multinational*, and the disaster at the Union Carbide 
plant in Bhopal, where thousands of Indian residents had been 
Kalled or maimed by a toxic gas leak in 1984, had h. rdly helned 
the Image of American Chemical Companies. 

acti^nhln k 7 enforcers J were closin g in on his foreign Irans- 
front tk h bhal was t"“ 1 “ ‘ncreasmg pressure on the home 

SU<XeSS,Ve aCCUSations m ** and the mounting 

ad of s how-causc notices against Reliance had allowed the bej' 
operators ui the Bombay sharemarke, to get the upper hand fo 

M kk m' T, “ y ears by the Veteran broker 

Manubhai Manekhü, die bears pushed down the Reliance share 

pnce fron, its peak of nearly Ra 400 towards Rs 200 at severd 
moments dunng the year. 

In spite of the defiant message given in June by Dhinibhai 
before his assembled shareholders a, die Cross Maida.i die 
Company was undergoing its first profu squeeze since il wen, 
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public in 1977. The ban on conversion of its E and I Scries of 
debentures had swollen its interest bill, and the rcmoval of thc 
anti-dumping duty on polyester yarn and additional duty on RIA 
imports had sharply cut the profit margins on its products. 

Dhirubhai desperately needed more cash in the Company. An 
attempt to float a new finance and leasing affiliate, Reliance 
Capital & Finance Trust Co, at a substantial premium had been 
rejected by the Controller of Capital Issues. He had proposed 
that Reliance Capital & Finance Trust, incorporated in March 
1986, be listed at a Rs 25 premium on its Rs 10 shares a 
virtually unheard-of privilege for a Company with no track record 
of trading, et alone profits. The issue would have raised Rs 1.25 
billion in equity which, given the leasing nature of its business, 
Dhirubhai would have been able to gear ten times by issuing 
high-interest debt instruments to the public. The proposed pre¬ 
mium was rejected in August, and Reliance Capital was to remain 
unlisted undl April 1990, when its shares were offered at par. 

The answer was the Reliance G Series of fully convertible 
debentures opening on 29 November 1986. ln June, the directors 
had proposed an issue of 20 million debentures of Rs 200 each 
to existing share and debenture holders. This would bring in Rs 
4 billion, and with a 25 per cent retention of any excess 
subscriptions a total of Rs 5 billion making it India s biggest 
ever issue at that time. Each debenture would be convertible into 
one Reliance share on 30 June 1987, earning 13.5 per cent 
interest until then. Within a little more than six months from a 
successful issue, Reliance would once again transform debt into 
massive new Capital. 

By the time the extraordinary general meeting that was needed 
to approve the issue convened on 28 August, the premium on 
conversion had been pared down in the light of the less favour- 
able market. The Company now proposed an issue of 32 million 
debentures at Rs 125 each. Reliance would raise the same total 
but would have to dilute its share base a lot more. The share- 
holders accepted Dhirubhai’s forecast of increased profits for 
1986. Half a dozen of their fellows criticised the sustained 
‘vilification’ of the Company—among them a former deputy 
govemor of the Reserve Bank of India, R. K. Hazari, and one 
Bharat Shah, identified to reporters as a ‘non-resident investor 
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from West Asi.V lmt in fact Dhirubhai’s own Middle East Co- * 
ordinator who had figured in t he* I Srrics bank loanv* 

Dhimbhai could still run a good meeting. But fbe question 
was: did the Ambani magic still work in New Delhi and in the 
market? 

The answer to the first part was no: on 27 October the 
Controller of Capital Issues eventually cleared the issue, but only 
on condition that each debenture would convcrt to two shares. 
ln other words, the premium on the basic Rs 10 share had been 
brought down from Rs 190 to Rs 62.5. Even then, it was going 
to be a tricky issue to market. Income tax authorities raided 
sharebrokers in mid-November, causing a brief shutdown at the 
Bombay exchange, and locking up large volumes of share certif- 
icates for inspection. Several other big issues were also planned 
or December, in a market where the bears were dominant. 

Dhirubhai decided to go in quickly and boldly. At a press 
Conference on 11 November he admitted the polyester market 
was bad. But as far as Reliance is concerned, there would be no 
adverse impact on the company’s profitability, which will be 
higher than last year,’ he said.« On 19 November, Reliance began 
another senes of bold advertisements in the press across India. 

What can Reliance give you for Rs 145 that nobody eise will?’ 
it began. 

. As you probably know, a Rs 10 Reliance share today is 
worth Rs 225 in the open market. So nobody will seil you a 
Reliance share for less. Excepüng Reliance. That’s what this 
advertisement is all about. Another profitable opportunity from 
Reliance. A convertible share issue which offers you not one, but 
two Reliance shares for an unbelievable price of Rs 145 after 
conversion . . .’ 

The series went on under the headline ‘What can you sav 
about Reliance if . . .’ with a different facet of the Company 
picked up in each: that it was the third largest in the private 
sector, now diversifying into petrochemicals; that in nine years 
its sales had multiplied nine times, its assets 42 times and its 
profits 24 times; and so on. Another ad showed a husband and 
wife wondering whether to buy a new refrigerator or invest in 
the Reliance bonds. Why not do both?, was the message: takc 
the profit on sale of the shares after conversion and then buy 
the fridge. 
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NjvakviN 111u nx »l »tu Nlitt lN t*t Hnmlniy und ollir, , |ilr%, *pmlkmg 
thv vM'f lu Vhiwd.ilvul, Rcllmur imlm lipiion form* 

Ccn\l hvm i\ h»"tlu>j>tr, ovri ihr miImiiI*-. Ihr big Amrr» .»r, 
stockbrokrtx Metiill \ yiu h wrir rngugrd lo tnmkri ihr drlrn 
totes to m resident Indijm« worldwidc, 

’h November. Ihrer duys l**fort* ihr Issur oprnrd, Ihr 
lnJutn l.\p*r SS begatt :» countct campuign Utulrr Ihr crofü hrading 
'Reliancc C* scitcs ildvnturfs l‘ whirh piwtmcd yrl anothcr 
multi-part criticism, thc m.tin headllnc callcd ihr Rrliancr advcr 
tisrmcnts V disinfbrmation campaign to seil bonds p . The glib 
lines wetr typically rnticing to Reliancc sharc and debenture 
holders. Hut thc Reliancc family member—its sharcholdcr—is 
tom between thc tempting piomises fn>m Reliancc and his own 
experience of the recent past. He knows that hc must think along 
practica] lincs, and distinguish the myth from the reality He now 
suspects that the tailor-made situations of the past, in which 
Reliancc jumped the queue with impunity and flourished through 
its stage management of the government, are over. 

Just look at the iefusal of permission to convert the F series 
bonds or the removal of the Rs 15 000 a tonne dumping duty 
on Polyester yam. The impact of these decisions on Reliance’s 
finances had not been told to shareholders. The Company had 
„7,n,o disinformaüon instead. On 27 June 1986, it had 
dataed that its working tesults for the first five months of 1986 
wen: better than for the same period a year eaH.er. Yet the 
obligatory disdosures in the prospectus for the G Senes showed 
a va^tlv different picture: profit for the first s« months had been 
„ . r , s 6 ml y |on as against Rs 630 milhon for the first half of 

1985 and Rs 610 million in Jamiary-fune 1984 The second half 
of the vear would be even worse. Even the daimed first-half profit 
* ^ a c rhr Company had counted discounts given to its 

w^snsfrect as «he^ompany^dit ^ as ^ of m|cs flgurcs . 

^X"of super profits are ovet,’ said the Express, ‘and Rehance 


Scanned by CamScanner 


148 THE POLYESTER PRINCE 

must behave likc any other Company «anding i" *e queue. 

FbKtkal dout is no longer a credit , . 0 . 

An attempt was made to silence thc newspaper. Lato; on 26 
Novcmbe«; one Abdul Rehinan Hussein Malkani, who said he 
and his family owned Rrliance shaires and debentures worth Rs 
4 million, petitioned the Bombay Higfi Court to restrain the 
Express from pubüshing further artides on the G Serie* issue. 
Assisted by leading advocates, Malkani daimed the first artide 
contained distorted and incorrect iidormation—-the first-half prof- 
hs given for 1985 and 1984 were actuaBy the full-year figures— 
causing damage to Rdiance and its shaieholders. Justice N. K. 
Ruekh obliged with an interi m injunction.' 

The Express and its eebtors ixnxnediatdy applied for a Hftmg 
of the gag Order Led by the redoubtable senior advocafee Kam 
Jethmalani—later to enter partiament's upper house against Con- 
gress—the Express undertook to correct immediatdy any factual 
sudi as the probt figures (induded by owersight), and 
would publish any refutatkm of reasonable length given by 
ReÜance within two days of receipt The artides were justified 
and fair comment on matters of public importance. Malkani’s 
counsel axgued that the lawsuit was based not on defamation but 
on the tort of injurious falsehood affecting the pioperty rights of 
his dient—though indeed the Express could hardly daim fair 
comment based upon incorrect aüegations of fact. Reliance, whkh 
häd joined the case, aigued it was a matter of defamation 
On 28 November, Justice Ruekh lifted his onl r. Malkanis 
attock on the grounds of injurious falsehood had undercut his 

ri-h. T traU ’ t i. <m P"“*“*"" said that ‘the public s 

F h J2. k ™' v 11 *** truth paramount and outbalanoesthe 

"0* to l»«ect his property riritts • Anv 

"ewspaperprovidedtheoonnrt. “ nde rtakh^s given by the 
forth^tJe *ne opportumty for any wroitgtobeset right 

its s^es, adding « 

fact, the figures wem stfflwLT^ °° mn 5 ru or a P olo gy (In 
Rs 713 million.) RdianoeV PK>fit m 1985 ^ bee “ 

factories but from hs politicd^r!„ S ^? :eS t 1 SlI ne from its 

eis had come to bdie^*« ? dhl ,tS shaIrhoW ' 

UKK Was «othing the Company’s lobby- ’ 
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ists could not achievc. 11 *. h, \ „s . 

away the bears. The irasons f ol " >y Nrw s^ared 

price to Rs 393 in |ime 198f» ln 1 M,u ,, l > in die Kcliancr share 

, report in,o «he loamel 

by Reliancc itself. •****"> P~ had bcen genrra.ed 

- «ha^he S now of LTfoT^rance Way dOWn ‘° 

11 1 . „ Ior Kf »ance s pnee support had been cut 

Stockbrokers close to Rrliano» l » , .. 

. w Rciiance had begun to borrow badUt (carrv- 

^ Ln? d 1 • at T™ rates OWr 36 P~ «nt in Order to 

postfone dehvenes The Company had tried to give the impres- 

* a ? aS aC ^ ^ avour —by virtue of the approval of the 

U Lf a d a meetin g between Dhirubhai and Rajiv Gandhi 

m . 0 r these were formalities. The issue was ahvays 

going to be cleared, to fund the new projects licensed o er 

1984-85. The price was the real issue. 

The Express also pointed to some novel features in the G 

Series. Unlike those in the earlier issues, the rights of existing 

shareholders to subsenbe could be renounced. This was probably 

because the management’s front Companies, already having to 

pay back their loan mela borrowings, would be hardpressed to 

take up their rights. It was curious that the subscriptions reserved 

for the public would open on 4 December and close on 24 

December, but the rights issue would stay open for 45 days. 

Reliance could thus get the public moneys in, and seil the rights 

of the front Companies later when it would not matter if a drop 

in the share price resulted. Inevitably, it seemed, the market price 

of the debentures would tumble. 

A separate article in the Express claimed that, while millions 
of subscription forms were being made available through Vimal 
textile showrooms and other outlets, copies of the prospectus 
were in very short supply. Investors were not be.ng g.ven the 
detailed information they needed for an .nformed deoston 
Then it was Reliance's tum to be hit by a barrage of Imgation. 
,n the Southern City of Hyderabad, on 2 December. the Andhra 
_ . . Hiob Court made an Order halting the G Series otter to 

a lawsuit filed by one P Murali Krishna, a local 
the pubb , debentures . Murali Krishna said the Controller 

holder of F Senes_deW-m . ^ hu w ^ G Series 

of Capital Issues ao propo sed be attached to existing 

'• - “ *•*■"" 
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was for, or what was a fair value of the underlying Reliance sha 
which had been fluctuating wildly. The existing debenture holdT 
had already suffered enough: the new issue was a fraud on th 
public. e 

In Bombay, Ajit Jayantilal Modi and two other Reliance 
shareholders aigued in the Bombay High Court before the same 
Justice Fhrekh that the G Series issue, as it was eventuaUv 
approved by the govemment, did not have the valid approval of 
Reliance shareholders—since it was greatly amended froim the 
proposal put to the 28 August extraordinary meeting. In addition 
the prospectus and advertising contained false information. And 
in a City civil court in Bombay a sharebroker named Arunkumar 
Ja,oo obtamed a stay order on the G Series, over alleged viola- 
tions in the way Reliance had given prospectuses and subscription 
torms to brokers and set their commissions. 

On 3 December, Reliance obtained an order from the Supreme 
Court in New Delhi which nullified the Andhra Pradesh court’s 
stay on the issue, giving the Company more time to argue its case 
m the lower court In Bombay, Justice Parekh dedined to give 
the three petitioners there any interim restramt order, and 
adjourned their case for two weeks. (Two days later; on 5 
December, the three shareholders dropped their lawsuit) The civil 
court meanwhile lifted its stay on the issue. It had been a busy 
couple of days for the legal profession. 

As the public part of the issue opened on 4 December, the 
Inamn Express carried Reliance’s . reply to its articks on its front 
page. The letter, written by the New Delhi-based Vl ce-president, 

V Balasubramaman, made much of the mistaken figures in the 
hrst article and disputed the basis of the conjectured absence of 

,P ro ^ ^ It was part of a ‘motivated and malicious 

mu s inging campaign to damage the G Series issue. The news- 
paper ran its own commentary alongside, attacking the Compa¬ 
ny s response as not enlightening’. 

, ^ e ^ ance share price continued to fall, as word spread of 
e senousness of the customs and excise evasion inquiries, 
^ UC a ^ ovv P°*nt of Rs 179 on 25 December. On 5 December, 
the Central Excise and Gold (Control) Appellate Tribunal dis- 
nus an appeal by Reliance against the show-cause of October 

5 alleging evasion of Rs 273 million in excise. The case could 
go on to adjudication. 
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! he i ^‘* rc . prict ,hrn •’ r g»n to dimb upwarrfr parthr » a 

fbiance section ' Z"* ‘° '£ 

Mukcsh Ambani beforr ^l.fy.ng as an accoumam ’h™^ 

wasTnuadlTd ‘^T^' 986 ' WhC " ““T“* 

« f „ nim taKe °ver management of the 

frDm WS 0,11 colleague Chandrawadan 
(I^a) Chok^ Ja«, managed to get hold of confidential 
Bombay Stock Exchange records giving the reported positions of 
m y s tg Stockbrokers in Reliance shares. In many cases. 
these wem at wide variance with the positions Reliance knew to 
be the case from its own registry.Jain threatened to expose the 
brokers, bni.ging down heavy penalties on their heads, unless 
ey immediaiely squared their positions by taking delivery of 
Rehance shares. The rout ended, and many of the bears suffered 
ruinous losses. Jain, who later went on to head the Reliance 
Capital & Finance Trust arm of the group, had won his spurs. 
He soon became a replacement for Dhirubhai’s late nephew 
Rasikbhai Meswani as the company’s chief troubleshooter and 
dealmaker, the inside track to getting transactions and Orders 
from Reliance. By the mid-1990s, he was being referred to ajround 
Bombay as the ‘third son in the Ambani circle. 

By early February 1987, the G Series issue could also be 
claimed a dazzling success. The block of debentures reserved for 
the public, worth Rs 1.32 billion, won subscription applications 
of Rs 4.94 billion in total. The Rs 880 million reserved for 
non-resident Indians had Rs 1.5 billion offered. Tögether with 
the Rs 1.6 billion subscribed by shareholder$ and Rs 200 million 
by staff, the total money subscribed came to Rs 8.24 billion. 
Dhirabhai thus had Rs 3.24 billion more than the Rs 5 billion 
he could keep. Even with a ‘rapid refund’ scheme for unsuccessful 
applications, he could keep the money to play with for at least 
two months. 

In addition, to ease the pressure on the Reliance share price. 
the Company's share registry, Reliance C.onsuUancy Services, sai 
on the rush of share transfcr applications lodged just before the 
29 November cut-off date for the G Series rights attached to 
shares According to stock exchange rules. ownership transfers 
were to be made within one month of delivery but by late 
february 1987 investors and brokers were screaming that some 
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;? million shares weit still in lirnbo. By kccping thcsc out of th 
market. the Company erratet! a scarcity of floating shares tha t 
hohvd keep the priee rising from the latc-Dceember nadir. 

I Ix financial pressure was off, temporarily. Reliance had the 
funds to complete its PTA and LAB plants, which were wav 
behmd seheduie (the polyester staple fibre plant had opened six 
months late, in luly 1986), and to refurbish its image of tech- 
noiogical prowess. And Dhirubhai could still claim that the small 
investors believed in him, in their millions. Reliance now claimed 
the largest shareholder base of any Company in the world: 2.8 
million. 

But the fight against the bears in the stockmarket over 1986 
to stop a freefall of his share price had drained his personal 
reserves. the parallel fund that had sustained the Amhani magic. 
Huge amounts had been spent on counter-publicity to the Indian 
Express and efforts to blöde his political critics. One senior broker 
dose to Dhirubhai at that time estimated that Dhirubhai had 
lost about Rs 5 billion by early 1987, not induding the fall in 
value of his shareholding. 

Dhirubhai would also have known by then that the Indian 
Express had been right in its forecast of a drastic profit dedine 
for Reliance, its first since listing. In fact his forecast of a profit 
rise for 1986, made less than two months before the financial 
year dosed, in retrospect Iooked puzzling. The annual results for 
1986 that were published in April 1986 showed net profit had 
dropped to a mere Rs 141.7 million, lower even than the first 
half profit the G Series prospectus had reported, and an 80 per 
cent fall from the 1985 profit. 

And then there was the unshakeable enforcer Bhure Lai, eyes 
fixed ahead, who had quickly dismissed an attempt at a condl 
iation by Mukesh Ambani at a meeting granted during the year. 
By January 1987, Dhirubhai would have been hearing back from 
his contacts in Du Pont and Chemtex, and the dilemma his d 
had put them in. The Customs Service was about to ^ 

show<ause notice on the aJlegcdly smuggled yarn plant m 
ruary. Dhirubhai had some more financial breathing s P aet ’ 
he was still in a closing trap. 
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D hirubhai Ambani needed something more. He needed to 
unlock the doors in New Delhi that had suddenly become 
closed to him in 1985. 

The master key was obviously Rajiv Gandhi—but how to win 
over a young man who dearly regarded Dhirubhai as the epitome 
of everything that had been wrorig with the Licence Raj and the 
Congress Party? 

Although he had grown up in the household of prime minis- 
ters, Rajiv had been born without the ruthlessness that distin- 
guished Indira and her other son Sanjay. Rajiv was interested in 
technology and nature, a keen amateur photographer and home 
Computer buff, but seemed to lack the mental drive to push 
himself to higher achievement He had failed to complete his 
degree in mechanical engineering at Cambridge. And until he was 
drafted into the party by Indira after Sanjay s death, he had been 
supremety happy flying the seeond-echelon turboprop aircraft in 

the Indian Airlines domestic fleet. 

Fven after five veais in the prime ministershtp, he left some 

acquaintances. like the industrialist Rahul Bajaj, with the feehng 
of a personality not fully matured. not hardened mto adulthootL 
CaoaWe of ereat affection and enthusiasm, he tended to let a 
Sff emo^n push his judgement^as in the qu.cHy re^ed 

' rr n d ^ - 

ÜTabs^ce of the follow-up measures only a skilled poh“«" 
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could deliver, or in sometimcs grandiose and adventurist foreign 
policy initiatives. 

Not too deep down, Rajiv was pronc to panic. When his 
initiatives went awry, as they tended to do among the deeply 
cynical and entrenched vested interests of his complex country, 
he would sometimes overcorrect his well-meant impulses by 
shabby manoeuvres or hurtful shows of a petulant temper. Rajiv 
had expelled the more egregious members of his mother’s inner 
circle, but only to install his own favourites. Later known as the 
coterie they formed a barrier between the prime minister and 
his party, between Rajiv and reality. In the flattery and syco- 
phancy that had built up around the Nehru-Gandhi dynasty, 

• ^ r rc ^ eW t0 ro ^ e court fools who accompa- 

nied the Roman emperors at their triumphs and whispered in 
their ears: ‘Thou art mortal.’ 

loc^k' 0 3 fCW montlls his Bombay speech in December 
about the Congress powerbrokers and corrupting business 
links Rajiv was starting to have second thoughts. The speech 
had been mocked within the party as the thoughts of a greenhom. 
The tax and foreign exchange raids launched by V P Singh from 
April 1985 had brought constant complaints from big business. 
Few had resulted in completed prosecutions, but the arrests, 
searches and seizures—all immediately publicised—were humili- 
ating punishment in themselves for moneybags used to getting 
nosy officials called off with a quick call to New Delhi, i 

By April 1986, the press was reporting an imminent revolt bv 
Indira Gandhi loyalists. Pranab Mukherjee gave an interview 
defending his record, and was promptly expelled on 27 April 
Around mid-year. Arun Nehru-Rajiv’s first cousin and internal 
secunty minister—who was also regarded as dose to Dhirubhai, 
became estranged from the prime minister. He was dropped from 
is mimstry m October. In June, the commentator M. V Kamath 
was wnting that Rajiv’s honeymoon was over, because of the 
Bombay speech and raids on industrialists.2 The Times of Indias 
itor, in a Jain, was quoted as saying that big businessmen 

i^ 0l | a n ° °" ger n ? eet P f i me minister. On 6 August, Rajiv was 
bailed up about the raids at a meeting with the Calcutta Cham¬ 
bers of Commerce, and admitted within hearing of journalists 
that they may have gone too far. 

In late August or early September, Rajiv opted out of the 
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meetings arranged with Gurumurthy. | n Octobcr he mel 

Dhirabhai for their first direct and private meeting sincr bccom- 
ing primc minister. But it is still not clear at what stagc Rajiv 
might ha%e begun to perceive Dhirubhai as an ally. After all, the 
nascent revolt in the Congress Partv had featured politicians 
identified with the Ambanis. 

There remains a wonderful story, still widely told in Bombay 
and New Delhi, that in their first meeting Dhirubhai bluntly told 
Raiiv he was hclding a huge amount of funds on behalf of Rajiv’s 
late mother and wanted to know what to do with the money 
This is £i^ost certainly apocryphal, tl tough it became part of 
India s pol cal fo'klore because it fitted with Dhirubhai’s repu- 
tation for bon brazenness and keen judgement of character. 

More likely Dhirubhai used the meeting to outline his big 
plans for industrial expansion. The rapprochement seems to have 
been assisted meanwhile by Dhirubhai’s implanting the percep- 
tion that his enemies were traitors to Rajiv as w^ell. In particular, 
Dhirubhai would have picked on the suspicion feit by V R Singh 
towards Amitabh Bachchan, the megastar of the Bombay cinema 
who had been drafted into Rajiv’s winning Congress slate at the 
end of 1984. The Bachchan family had been close to the Nehrus 
back in their common home town of Allahabad, a modem-day 
administrative centre at the andent pilgrimage site where the 
\amuna River flows into the Ganges. Amitabh and Rajiv had 
grown up together Elected ffom Allahabad, Bachchan was seen 
by Singh as a potential threat to his own power base in the 
surrounding state of Uttar Pradesh. In late 1986, Singh’s staff 
were said to be alleging privately, withput ever producing the 
slightest evidence to support it^that Bachchan, and his business- 
man brother Ajitabh who had taken up residence in Switzerland, 
had huge wealth hidden in Swiss bank accounts. 3 According to 
a later report, it had been through Amitabh Bachchan that the 
October 1986 meeting between Dhirubhai and Rajiv had been 
arranged. 4 

On 2 December 1986, during a debate in Parliament’s upper 
house, a minister disdosed that the Central Bureau ot ln\t 
tion—which comes under the prime minister’s control, through a 
junior minister— had started an inquiry into whether Gurumurthy 
was being given unauthorised access to secrct government papers. 
A leak from the Industry Ministry’s Directorate-Gencral of 
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Technical Development (DGTD), the apparent basis for 
Gurumurthy’s articles in August about the ‘smugglcd’ Rrliame 
plants, was indicatcd as the specific focus. The IXiTTT was 
encouraged to make a formal complaint, which it did on 11 
December—adding, either bravely or for the record, that the 
‘favours purported to have been shown to Messrs Reliance Indus¬ 
tries Ltd by the officials of this office may also he investigated 
into’. On 21 December, the CBI raided Gurumurthy’s office in 
Madras and took away a number of documents. 

The Enforcement Director Bhure Lai, who set off on his visit 
to the United States later in December, is understood to have 
suspected he was being shadowed from India by an agent of 
Reliance. Within days of Bhure Lal’s visit, a person who identified 
himself as an inquiry agent retained by Bhure Lai appeared in 
Bern, the Swiss Capital, and began making inquiries about Ajitabh 
Bachchan. The Indian Embassy and possibly Bachchan himself 
became aware of this. The Embassy queried New Delhi and 
Bachchan may have cöntacted his brother. 

Rajiv Gandhi was taking a New \ear holiday with his family 
in the Andaman and Nicobar Islands, India’s south-eastem ter¬ 
ritory in the warm tropical waters at the northem entrance to 
the Malacca Strait. Amitabh Bachchan joined the Gandhis for 
part of the holiday, something that was publicised accidentally 
when the Indian airliner carrying Bachchan was diverted to the 
Burmese Capital Rangoon because of technical problcms. 

The Gandhis returned to New Delhi in mid-January 1987. 
New Delhi was in one of its periodic military flaps about 
Pakistan. Earlier in the winter, India itself had conducted army 
manoeuvres on its westem border, but these had now concluded. 
Yet Pakistan had just moved tank formations to forward areas. 
Rajiv called his cabinet together to assess the threat, On the 
evening of 23 January, he abrupt ly asked V P Singh to leave the 
finance portfolio and take Charge of defence. Rajiv had been 
holding the portfolio himself, but the Situation now required a 
senior cabinet minister overseeing defence full-time. Singh could 

hardly refuse, and Lhe transfer was made and announced the next 
day. 

Bhure Lai had reported on his American visit to bis immediate 
superiors in the Finance Ministry, and was to file a written Ibur 
Report later in February which included the results of his 
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follovv-up corrcspondencc with Du Pont and (!hemtex. Soon aftrr 
Sin^b was transferrcd, thc prime ministcr’s officc asked to see 
all the Enforccment Directorate’s rccords rcgarding the Fairfax 
inquiry, and Bhurc Lai bricfcd the Cabinct Secretary, B. G. 
Deshmukh, about it on 28 January. 

Around that time, his departmental head, the Finance Secre* 
tarv S. Vcnkitaramanan, also pressed the Enforcement Director 
twx> or three times to reveal the subjeets of his inquiries, explain- 
ing that if the ministry was going to be put in ‘hot water he 
should be forewamed. Bhure Lai demurred. The word was already 
out in the press that Bhure Lai had engaged an American private 
eye and ti, t his targets included several big Indian Companies 
and ‘a superstar politician’. 5 Later, rumours in New Delhi sug- 
gested a private eye had found evidence of Rs 6.5 billion ir a 
Swiss bank account in the name of a Company called Macny 
Adol Brothers (perhaps a Lewis Carroll-like distortion of Mati¬ 
nee Idol Brothers’), allegedly owned by the Bachcbans and 
unnamed ‘Italians’ with Indian links. No evidence of any such 
Company or bank deposit was ever produced, but combi ned with 
the appearance of the self-proclaimed investigator in Switzerland, 
the rumours added to the heat under the prime minister’s fnends. 

The government’s legal machinery was meanwhile working 
aeainst Reliance on the customs and excise evasion questions. 
Dhirubhai was not yet out of the soup. But V E Singh was uneasy 
On 9 March he asked for Bhure Lal’s file on Fairfax to be sent 
across to him at Defence in South Block, and annotated in a 
margin that he had approved the engagement of a foreign 

d etective 

Around 10 or 11 March, copies of two sensational letters were 
Show,, to Rajiv, mos< hkely thiough one of the senior bureaucrats 
in his Office, C,opi Arora. The letters were to havc d.re conse- 
quences for Rajiv Gandhi. How they reached the pntne mm, Ster s 
Office has never been revealed. Both were apparentiy wntten on 
the letterhead of the Fairfax Group. The first, dated 20 November 

1986 , said: 

Dear Mr Gurumurthy, 

Dr Harris anprised me of his useful .„ecting in New Delhi last 

week with Mr R. Goenka, Mr N. Wadia, Mr V Pande, Mr B. 
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1^1 and yoursclf. Now lh.it ihr group han been retAinrd U) 
assist (hc Government of India wr hope to expedlte rnd rrs„|, 

Wr rrccivrd only US$300 000 arranged \ry Mr N VVadia A- 
considerable efforts have alrcady bcen made and rxpmditurc 
incuncd, it is advisablc Mr Goenka arranges during his 
forthooming visit to Gcneva an additional US$200 (XX) We 
shall nefund both amounts on receipt from the Government of 
India to E Briner, Attorney, 31, Cheminchapeau-Rogue, 1231 
Conchcs. Gcneva. 


We shall apprise Mr Goenka in Gcneva about the progress 
made or. source of funds for purchase of Swiss properties of Mr 
Bachchan. We shall contact Mr Goenka at Casa Trola, 
CH-6922, Morcote (Ticini), during his visit. 

Vburs sinccrely, 

(sd) G. A. McKay 

The second letter carried no date: 


Dear Mr Gurumurthy, 

Please send me the following details to continue our 
investigations: 

(i) The details of rice exports by the Government of India to the 
Soviet Union; 

Ih) Documents relating to the non-resident Status of Mr Ajitabh 
Bachchan from the records of the Reserve Bank of India. 

When Mr Bhure Lai visits here next time, we will makc his 
J>tay pleasant. 


Yours sincerely, 

(sd) G. A. McKay 

seem!»H trea< ;^ er y V P Singh and other friends Iike Nusli Wadia 
Goenk' ?: ,rmCd • ^‘ nancec ^ by Wadia and his mother’s old foe 
his old f • * f" s P irac y vvas aimed at striking down Rajiv through 
Plot thlT ' BaChchan The ^ils Seemed to com'borate the 
who had v, U !?i I ‘ tt ° rnc y Brin er was an old friend of Goenka s 
the iddress S ' K hl ~ m Bomba y a year or so before. Casa Trola. 
that of M. r u, e Goenka was «o be contacted, was mean, to t* 
'euer Ld“™ Wadia ' S retired father. (Bu, the composer of the 
got 1 t wrong: the name of the house, Casa Fiola, was 
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actually mispcUed, and it was no t cW < 

ItaKan-Swiss bordcr.) * neva on the 


A panic-seizcd Rajiv handed thc letters tn ,h, r . A1 D 
of Investigation, who immediately assiimcd thr ‘"*1 ßUrMU 
alncadv investigaling the apparent U a k \ »i rv **** ° '* am 
of Technical LWlopment tf r 

the complainl filed by the DC.TD th ' Un ' m " rl V Aocnrding to 
. , j j y . *** 1 ü * the relevant ft e on Reliance 

had indecd d.sappea^d for two weeks in |uly 198A reap “ e 

on a ccrtam desk on 25 July, and Gurumurthy had ap^d "o 

Up ° n " fOT KiS AU ^‘ vieles - ^e 'smugg.eS 

a „ , B n\ S e , CB ' S inve st>gating officers, Yashvant Malhotra 
and Radhaknshna Nair, wete reluctant to prosecute undcr the 

Secrets Act, onginally passed by the British in 1923 to 
protect the Raj against embarrassment by naüonalists and only 
shghtly modified in 1949. How could it be used against an Indian 
joumalist who had exposed in a newspaper the activities of a 
commercial enterprise? It was hardly the kind of offence listed 
m the Act: ‘passing surreptitiously information or official code 
or pass-word or any sketch, plan, model, article, note or document 
which is likely to assist, directly or indirectly an enemy If 
Gurumurthy was to be penalised for his methods, they aigued, 
Reliance should also be investigated for the apparent offences he 
had revealed. 

The ‘Fairfax letters’ seemed to give the CBl’s director, Mohan 
Katre, the national security grounds that were so far lackine for 
an Official Secrets Act prosecution. The bureau’s full resources 

were thrown into the job. 

All files on the Reliance investigation were collected from the 
Enforcement Directorate. At 10.30 pm on 11 March, Bhure Lai 
was called at his home: he was being transferred to run the 
Finance Ministry section handling currency and coinage, one of 
the ministry’s most routine tasks, and was to hand over Charge 
of thc directorate the following morning. At the same time, the 
Enforcement Directorate itsclf was removed from the responsibil- 
ity of the Revenue Secretary, Vinod Rande, and put undcr the 
Finance Ministry’s Department of Economic Affairs, which came 
directly under the Finance Secretary, S Vhnkitaramanan 

On 12 March, arrest and search warrants were sent by air to 
Madras and Bombay. At 1.30 am that night, a CHI tcam arrivcd 
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tt Gurumurthy’s housc, pul him undcr arrcst on charges o* 
criminal conspiracy and breaches «f ihr Offidal ScctcIs Art, and 
seizcd ur-loads of documents. ln Bombay thc agcnry arrestcd 
thc partncr in Gurumurthy’s accountancy firm, A. N. Janakira- 
man. 

Liter on 13 March, thc CBI turned up and ransacked tl>j 
Indian Express guesthouse, wliere Goenka happened to be slaying. 
Wadia and the controversial Hindu ‘god man’ Chandraswami (to 
be indicted ten years later on charges of swindling a businessman 
of an attempted bribe in 1986) were calling, separatcly, on 
Goenka. ßoth were allowed to leave after being searched. As the 
CBI detectives went through his papers, Goenka had a telephone 
call. 1t was Dhirubhai, offering to help out in any way he could. 
Goenka slammed down the receiver. 

At this point, the letters and their existence werc not public 
knowledge. The waters were muddied even further by the splash 
in the Indian Express on the morning of 13 March of a highly 
critical letter written to the prime minister by the President of 
India, Giani Zail Singh. The elderly Sikh president, who regarded 
himself as India’s senior statesman, had been trying to assert 
himself over the young Gandhi heir. Zail Singh had refused his 
assent to one government bill on postal Services earlier in 1987; 
he accused Rajiv of not Consulting him on the Punjab, where 
insurgency was getting worse. He now rebuked Rajiv for under- 
mining the President’s high office, and warned he would not just 
be a ‘spectator’ to this process. That the Express should get hold 
of his letter was not surprising: Gurumurthy had drafted it, and 
Goenka’s close adviser S. Mulgoakar had improved the English. 
In their search of the newspaper’s New Delhi guesthouse, the 
(.BI found a copy of the draft, with the corrections. 

Brought to New Delhi, Gurumurthy was put through nearly 
48 hours of straight questioning, most of it about the supposed 
taigeting of the Bachchans. Meanwhile, the CBI issued a press 
notice that reliable information’ had been received on 11 Man.h 
that Gurumurthy and others had been in contact with ccrtain 
foreign detective agencies and had passed on sensitive infonna- 
tion from government files. Incriminating evidente had been 
seized du ring the searches. Through friends who brought in food 
and clothes, Gurumurthy was able to pass out the word to 
Goenka that the government had possession of certain letters. 
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be used as an Instrument of blackmail and harassment. In the 
course of his address, Jethmalani repeated the rumour about the 
Bachchans being involved with well-connected Italians in the 
Swiss Company Macny Adol’—getting the rumour in print under 
court privilege for the first time. 

When, on 20 March, the Calcutta newspaper The Statesman 
published the first of the controversial ‘Fairfax’ letters, 
Gurumurthy’s allies and the public were able to see what was 
happening... Goenka was able to point out that he was out of the 
country at an international press meeting when the alleged 
meeting of conspirators took place in New Delhi. Nuances of the 
English used in the letter—in particular the erratic use of the 
definite article—showed an Indian rather than American hand. 
The Fairfax head, Michael Hershman, and his deputy, McKay, 
said the letter was a forgery, using a transferred letterhead from 
his Company. It would have been stupid and unprofessional to 
put such material on paper, they said. 

The evidence backing the CBI case was looking shaky, and 
Gurumurthy was released on bail on 23 March after ten days 
confinement. Somewhat prematurely as it turned out, he declared 
that the press could trust the judiciary to help when the executive 


arm of government ran amok. 


On 31 March, a parliamentary debate broke out on the affair. 
The junior minister helping Rajh run the Finance Ministry since 
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V P Singh’s exit, Brahm Dutt, had reiumed from a myitirv»* 
week-long trip to haly in February, denying speculation ifut 
had crossed by Iand into Switzeriand. Dutt »old paHiam^nt 
fairfax had mcrely been ‘informers’ for th^ Indian fjoveirtnv^» 
provoking Singh to stand up and 4 share rcsponsibility’ for hirmg 
the agency Hershman told reporters he had been engagcd by 
Bhure LaJ, and had a letter to show it 

Dutt also revealed what scemed to be new evidence of t|* 
conspiracy A Computer printout ffom the regist er of the Oberoi 
Hotel in New Delhi showed that Hershman had been booked 
into the hotel under the name Harris in November 1986 bv 
Bombay Dyeing, and that Nusii Widia had beenstaying in the 
same hotel during his visiL 

A claque of ministers and MPs from the Congress R»ty then 
began a concerted attack on V P Singh in parliamenL The former 
finance minister had endangeied the national security of India 
by encouragjng a foneign agency, one probably linked to the US 
Central Intelligence Agency, to obtain damaging material on 
prominent Indians. Sensitive material had been passed to Fairfax 
which could be used by CIA operatives to blackmail and embar- 
rass India. 

The damour. which wem on for five davs, was led by the 
former foreign minister and reputed beau of Indira Gandhi, 
Dinesh Singh, who went to sit by Amitabh Bachchan when he 
finished his own speech. The choice of Dinesh Singh, another 
member of India’s mmor royaJty, secmed designed to counter anv 
backlash from V P Singh’s own Thakur caste. The beleaguered 
defence minister walked up to Dinesh Singh. 

\bu ve thrust a knife into my bodv/ he said to him in Hindi. 

What eise could I have done?' replied Dinesh Singh, with a 
shmg. 6 

Ihat Rajiv Gandhi had countenanced, possibly encouraged, 
thc attack was obvious to V P Singh— a suspicion not aliayed 
uhen Rajiv asked his colieagues to stop and proposed a commis- 
sion of inquiry under two Supreme Court judges to look into ail 
.is]>ects of the Fairfax affair (YP Singh was correct: Dinesh Singh 
later confirmed that he had been instructed by Rajiv.) 7 

The terms of the Commission given to the panel—Justices 
M. P Tliakk.tr and S. Natarajan—on 6 April also confirmed that 
lvaji\ was interested in onJy one side of the case. The two judges 


Scanned by CamScanner 


UTTING LOOSt A SCORPION 


163 


onlcrrvi Io rrpwt withinthmt months on Ihr circumslances 
undrr «huh Hairtax had !x-en engagrd, for what purposr-, undrr 
whose ai'thontv. on what terms and conditions, whether ti»r 
ageno was oompetent fot the task. whether any payment had 
heen anthonsed or made, what Information had been received 
h\- the gowvnment fmm Fairfax, what Information die govern- 
ntent had made available to Fairfax. and whether the seeurity of 
lndia had been prejudiced. 

rhe appointment came under strong attack as a diversion from 
a pariiamentary inquiry, where all political aspects could have 
been imestigated, and from the CBI’s failing attempt to prosecute 
Gunimurthv under the Official Secrets Act. ‘The decision is as 
muddied as the original fiasco which the probe intends to resolve,’ 
wrote the advocate Ram Jethmalani in the Indian Express the next 
dav. The decision is lackmg in political honesty, is clearly calcu- 
lated to subvert the due process of justice and intended only to 
rnake the judiciary a sharer in the government’s amazing follies.’ 

In an Observation that was later to get him into trouble, Ram 
lethmalani also wrote that the CBI’s counsel had admitted in 
Gurumurthy’s bail hearing that the two Fairfax letters had been 
shown to Gurumurthy during his interrogation. 

But Rajiv’s move was given credence from'a weighty analyst. 
The Times of lndia editorialised that the commission’s appointment 
was an ‘impeccable move’. In several signed artfcles over April 
and May the grand old newspaper’s editor, Girilal Jain, urged 
readers to keep an open mind about the possibility of the CIA 
or other sinister interests being involved in the Fairfax affair, 
possibly to collect material for later use against lndia, and he 
asked whether the Fairfax Group was not ‘semi-political in char- 
acter Jain had not been an admirer of Rajiv before, but it will 
be remembered that he had invested heavily in Reliance deben- 
tures in 1985, with the help of a BCCI loan. 

V R Singh decided to test Rajiv’s support. The material 
employed was a coded telegram to the Defence Ministry from 
the Indian Ambassador in West Gcrmany, sent around the begin- 
rting of March. In 1983, the Indian Navy had ordered two 
submarines from the German builder Howaldswerke Deutsche 
Werft (HDW). These were delivered in 1985, and negotiations 
were under way on a second pair, to be butlt under licence in 
Bombay’s navaJ dockyard. Ihc Germans had agreed to a 10 per 
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Cent price ent, but the ambassador informrd New Delhi they 
wen* unwilling to givr a further cut because they wen* still bound 
by contract to pay a 7.5 per ccnt commission to the Indian agent 
who had originally ciinched the Qrder. 

Rajiv’s goveniment had loudly banned use of agents in all 
dcfence deals in October 1985, so it was a good test case. Singh 
had alnrady asked the Finance Ministry’s two economic intelli- 
gencc arms to report on the involvement of agents in the arms 
- trade. On 9 April, Singh asked his ministry’s Secretary, S. K. 
Bhatnagar, to conduct a full investigation of the HDW case, 
and then issued a press release about it. He sent the case file 
through normal channels around to Rajiv’s office at the other 
end of the North Block of the Lutyens & BaJker-designed 
Searetariat Building, annotating the names of the London-based 
Hinduja brothers (part of the Hindu diaspora from the province 
of Sindh included in Pakistan), whom Bhatnagar understood to 
be the agents—though they later denied involvement. The file 
arrived on Rajiv’s desk after newspapers published Singh’s dis- 
dosure on 10 April. 

Predictably enough, his move created a renewed furore against 
Singh within Congress, where the vested interests saw him as 
letting the side down, betraying his own team. Tb those in the 
know it was also an embarrassment to the Gandhi family. 
negotiations had begun with HDW in 1980 when Sanjay Gandhi 
was ascendant. The reaction from Rajiv’s office was cool. Singh 
went to see the prime minister on 12 April, and did not get the 
support he was angling to draw out. Later that day he iesigned 
from the cabinet. 

Events pushed Rajiv and Singh further apart. Four days after 
jingh resigned, a reporter named Magnus Nilsson reported on 
Swedish Radio that the giant Swedish armaments firm Bofors 
had paid a large commission to agents in the US$1.2 billion 
purchase of Bofors artillery by the Indian Army. The Bofors dea! 
had !>c< r* signed in March 1986, six months after the ban on 
the use of middlemen. 

Rajiv fumbled his response, giving contradictory Statements in 
parliament. He issued a scornful denial on 17 April, and on 20 
April said the Swedish prime minister, Olaf Piilme, had confirmed 
that no middlemen had bten used. His daque of Congress 
supporters stepped up their campaign against V P Singh, who 
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Swedish Radio had becn paid to agents f 

The atmosphete bernmc even mote feverish. Since March, 
d-ere had been spcculaüon tha. the disgrun.lccl president. Clan. 

’ was . *nking of dtsmtssing Rajiv and appointing 
another pnn e minister, under hi.herto untested reserve powers 
o is o ice. he Swedish audit report, contradicting Rajiv a 
assurances to parliament, could be a ground fo» his dismissal. On 
1/ June, a state election in Haryana, adjacent to New Delhi, saw 
Congress almost wiped out there by a farmer caste politician, 
Devi Lai, who had derided the Bofors deal in his campaign 
speeches. 


Zail Singh backed down when hc was bluntly informed by 
Anin Shourie, recendy restored as editor of the Indian Express, 
that he would get no support from Ramnath Goenka. Ihe old 
press baron had realised that Rajiv’s replacement as Congress 
leader could just as easily be Arun Nehru—pcrceivcd as 
Dhirubhai Ambani’s man—as V P Singh. The president then 
scouted for support from Congress dissidents and Opposition 
parties for him to nominate for a second term as president, 
running against the official Congress candidate, when his term 
ended in July The president is elected by MPs from the central 
parliament and state assemblies by secret bailot, so this provided 
a risk-free path for Congress to ditch Rajiv, who would have been 
obliged to resign if his candidate were defeated. 

But the support promised was patchy and equivocal: the old 
Sikh backed down, and retired quietly in July. Rajiv was belea- 
guered by further evidence of the trail of payments from Bofors 
pointing doser to his own circle, but he was firmly in Charge .». 
Congress. The party would sink or survive with him. In July, it 
expelled V P Singh. 

The dumped politician was wryly stoic in a verse penned 


around this time: 
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1 have been cut into picars 

But rrry vaiae remains thc sam«; 

f was a solid coin 

Now I have bccome small change.’ 

Singh’s wan mood did not last long. In September; he 
launched the Jan Morcha (People* s Movement! against tSe gov- 
emment, in which group rronically enough. he was »oined by 
Arun Nehru. 

The Thakkar-Na tarajan inquiry into the engagement of Fair¬ 
fax meanwhile ground on. showing a wooden adherence to its 
narrow terms of reference and firrrüy dosing off avenues that 
might allow the erstwhile investigators of Reliance to open up 
the substance of their chaiges. The original three-month term 
was extended twice, first to October and then to Decembet The 
first fotir months of hearings were held in secret. and rt was oniv 
when open hearings began on 14 August that some of the 
evidence produced by the govemment began to emerge and the 
bent of the CBI, as the commission’s investigating agencv beeame 
apparent 

Only the Bombay Dveing chairman Nusli Wadix Dhirubhai 
Ambani’s industry rival, was dedared, under the Uns governing 
commissions of inquiry, a person likely to be ‘pretudknallY 
affected by the inquiry’. In theorv. this protected him against 
self-incrimination and enabled him to call and cross-examine 
Hitnesses; in practice the right was refused bv the judges. 
Throughout the inquiry. the two judges came under attack in the 
press for refusing to state what the rules of e\idence were: 
whether ‘bevond all reasonable doubt\ as in criminal cases, or 
‘weight of probability’ as in civil suits. Wadia was refused access 
to all papers put before the commission. In one instance. a jutige 
took evidence without notice at his own residence. 

Evidence and questions were swapped between the commis¬ 
sion and the CBI. Wadia’s dedared Status before the commission 
gave him no protection against action bv the CBI on evidence 
that was presented to the tivo judges. On 31 luly a senior CBI 
ofncer fiew to Bombay and organised the arrest of Wadi.i lor 
checking mto a hotel as an Indian national. In India. foreigners 
are required by law to pay their hotel bills in foreign cxchange. 
offen at a higher effective tariff than Indian guests. As .i British 
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cjtizen, Wadia would have been obliged to do this on his travels 
within India. He maintained he always did so but that a hotcl 
cierk might have assumed he was Indian when completing a 
tegister. Wadia was detained seven hours before being granted 
bail, dose to midnight. 

Two things were clear: the CBI was using evidence collected 
in the course of its Fairfax investigation; and no case was too 
petty for the senior echelons of India’s premier anti-corruption 
agency when a political enemy of the govemment (as Wadia had 
rapidly become) was involved. On a complaint by Wadia’s counsel 
Ram Jethmalani, Justice Thakkar said the commission had not 
asked the CBI to harass Wadia. They were acting on their own. 

Jethmalani himself faced a contempt of court complaint in a 
New Delhi magistrate’s court, brought in May by the CBI which- 
insisted it had not shown the two ‘Fairfax letters’ to Gurumurthy 
during his interrogation. The existence even of the letters was 
now in question. The commission refused a request by Wadia for 
them to be produced. ‘We do not know whether they exist or 
not,’ Thakkar said, arguing that they were no longer relevant. 

On 1 September, the day after the Indian parliament rose 
from its monsoon sitting, some 400 officials under the Finance 
Ministry’s Director of Revenue Intelligence, B. V Kumar, raided 
the eleven printing centres of the Indian Express around India. 
They seized documents, inspected printing machinery and took 
away several employees for questioning. Later, the agency charged 
the Express with evading Rs 3.3 milüon in customs duty by 
misdedaring the speed of a printing press it had imported, of 
owing Rs 27.5 million in back taxes and of violating foreign 
exchange laws by making payments abroad in cash. Many of the 
tax offences alleged against the Express were already under dispute. 
It was noted that the leader of the raids, B. V Kumar, had been 
in the customs office in Ahmedabad previously No one in the 
Indian press saw the raids as anything but a blunt warning by 
Rajiv to the Express, by then leading the criticism over the Bofors 
scandal. 

From the Fairfax office outside Washington, Hershman had 
given interviews to Indian journalists, contradicting several Claims 
made by the government. He insisted he had been engaged by 
Bhure Lai, had been promised payment on a contingency basis, 
and had not taken any money from.either Gurumurthy or Wadia. 
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The government foinially ended his engagement on 27 May, after 
VP Singh had mischievously asked whether India’s national 
Security was still being coinpromised. 

To a questionnaire fnom the Thakkar-Natarajan Commission, 
Hershman asked to be satisfied first what ihc purpose of the 
Commission was, given that all the facts about his engagement 
wem knovrn to the govemment; what action had been taken about 
the forgery on Fairfax stationery, and what action had Ijeen taken 
on information provided by Fairfax in the course of its inquiries. 
The two judges replied that these questions were beyond their 
scope. The Commission hopes that you will be good enough to 
realise that instead of co-operating with the Commission and 
fumishing the information, you are virtually reversing the roles,’ 
they complained, Hershman refused to co-operate, and became a 
critic thereaftcr of a cover-up’ implicit in the commissions role. 

The former Enforcement chief, Bhure Lai, had been called in 
for extended and gruelling interrogation by the CBI on two 
occasions in late March, and then was called to give evidence by 
the Commission. The Revenue Secretary, Vinod Fände, was also 
called. He had met Wadia several times, always in his office, first 
aroimd the end of 1985 to discuss duty revision on PTA, and 
DMX then to discuss an excise raid on Wadia’s Company Formica 
India in November 1986. But he had also met Dhirubhai and 
Mukesh Ambani four or five times over 1986. 

Rande himself had also been moved in mid*May. In the 
bureaucratic equivalent of being put out to grass, he was put in 
Charge of the Department of Rural Development. His replacement 
as Revenue Secretary was Nitish Sen Gupta, the former Control¬ 
ler of Capital Issues in the early 1980s during Dhirubhai’s golden 
run in the sharemarkets. S 

Evidence given by all the suspected conspirators was mutually 
corroborating, though Bhure Lai was left quite isolated in his 
ecision to hire Fairfax. Clearance to hire a foreign detective on 
contingency had only been given in general terms by his supe- 
e vvanted to prove that Wadia and possibly Goenka 
had Ixen funding Fairfax secredy and allowing Bhure Lai to think 

a ,. ]T:( ? ^ on con 0ngency. ßut it could not rely now on the 
iscre ited Fairfax letters. The CBI needed some other clinching 
e\ f idence. 

The CBI and the counsel assisting the Commission, the Addi- 
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tional Solidtor-General G. 

Hotel annngements f„ r Hershman in N<^'0^’ 80 “^ 
seemed ,0 pomt only tothe possibility of a second forgeryA 

^ 'nby Bombay Dyting. But com h 

been cmated the day after HersHman-s arrival: the hotel s man¬ 
agement adnutted that the detail could have been riven by 
«„neone tefephomng in. Ftom Washington, Hershman said he 
had not metWadia at any tmje, and had paid his own hotel biU 
wtth his credit card and had the sheet to prove it. Ramaswamy 
went into a detailed study of Widrn's bül, induding his laundry 
account and food charges, in an effort to show he was paying 
for more than one person. Wadia, it tumed out, had his wife 
vdth him and his father was visiting from Switzerland. The hunt 
for treason had tumed into a farce. 


At the end of August, just before the raids on the Indian 
Express, Ramaswamy was angrily urging the judges ‘not to take 
it lying down when a magazine questioned whether, rather than 
getting at the truth of the Fairfax affair, the end result of the 
G)mmission of Inquiry woüld be a ‘frame-up’ of Nusli Wadia. 

In the outcome, when the Thakkar—Natarajan report was 
handed to the govemment on 30 November and published on 
9 December 1987, it did what Rajiv had obviously wanted it to 
do. It censured V E Singh for exposing India to security risks by 
allowing Bhure Lai to engage a US detective agency which 
employed some former CIA officers. The report concluded ihat 
Wadia had played an active role in the engagement of Hershman 
by Bhure Lai, and had sponsored Hershman’s stay at the Oberoi 
Hotel where he himself was also staying. Bhure Lai and the 
Government of India had been used as ‘instruments’ to serve the 
purposes of Wadia, who had an ‘animus’ against Reliance through 
business rivalry. But there was no evidence that Bhure Lai knew 
about Wadia’s interest and role. It was inconceivable that Fairfax 
would evei have agreed to work on the System of rewards for 
Information. 

V E Singh deciared the report a monument of injustice’. Rajiv 
Gandhi said it completely exonerated his govemment and had 
identified those who had joined hands with foreign agents in a 

conspiracy to weaken the country. 

The origins of the forged Fairfax letters were never investigated, 


Scanned by CamScanner 



170 THE POLYESTER PRINCE 

noi was the idcntity of the detective’ who had appearrd i n 
Switzeriand and startcd inquiries about the Bachchans. fögcther 
thcv showed the workings of a bold and unconventional mind, 
the existcnce of an impressive intelligence network* and an 
uncanny grasp of human wcakness. 

The furore the letters set off caused a fatal split. in Rajiv 
Gandhi’s government, which just over two years earlier had won 
a record majority in parliament and seemed able to achieve a 
transformation of India’s economy. By the end of 1987, Rajiv 
Gandhi was a discredited leader heading for electoral defeat. 

Possibly, his government’s decay would have happened anyway 
after the revelations in Sweden about Bofors. The trail of com- 
missions was eventually shown to lead through Swiss bank 
accounts to at least one family friend, an Italian Company 
representative in New Delhi. But perhaps Rajiv might have faced 
up to this scandal if he had kept his head about the alleged 
Bachchan aspect and continued to ally himself with those trying 
to nail down Reliance, thus possibly keeping their Support. 

The Bofors scandal made unbridgeable a rift that had already 
occurred. On top of corruption later came all the other issues of 
Indian pohtics: religion, caste, region, language,. control of water 
resources, wealth disparities and so on. It has been overlooked 

i i k T th L at eventuall y brought Rajiv Gandhi down can be 

and'ßomha to * ecommercial rivalr y ^een Reliance Industries 
and Bombay Dye.ng over control of the Indian market for the 

fe ^ stocks Punfied terephthalic acid and dimethvl ter 
ephthalate. The remark of the formet minister that 'the cour-e 
Indian pohtics is decided by the price of DMT' (see Cham r 
7) seems all too true, at least for this tumultuous Sd P 

to Fairfax, possiblv hmV *i ? . ” ad made secret payments 

a for eign Citizen he was entided e * chan 8 e law (though as 

seas), only by a 1 t0 kee P ^ds over- 

secunty have been comidered at risk. ,maginaÜOn Colüd India ’ s 

Beyond the end Up ' and a ^ ant ‘red herring’. 

^ the Fairfax letters. But thosetf hT mV? C ° nnect Dhirubhai 
from the early days mivht h™ ° d fnends who knew him 
Phrase: Bichu chordiya^-UtÜixg ° f 3 different 
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D hirubhai Ambani was back irt favour. His enemies and critics 
had been exiled from their positions of economic control. 
If the prime minister did not regard Dhirubhai as a friend and 
ally, at least he perceived Dhirubhai’s enemies as his own enemies. 
And as the Bofors scandal became more and more embarrassmg, 
with Ram Jethmalani and Gurumurthy trumpeting each new 
revelation, Rajiv Gandhi was suddenly feeling very threatened. 

But Dhirubhai was in a tight position financially At the end 
of April 1987, two weeks after VP Singh’s resignation, he 
announced Reliance’s poor results for the calendar year 1986. 
The profit was barely enough to cover a dividend of 25 per cent 
on the Rs 10 par value of the share, cut in half from the 50 per 
cent declared in 1985, and even that was denounced as a product 
of accounting jugglery Several commentators recalled Dhirubhai’s 
forecast of improved profits in November just before the G Series 
debenture issue and asked how, in the eleventh month of the 
company’s financial year, he could possibly have been unaware 
of the likely result. The polyester staple fibre plant had been 
completed six months behind schedule, and the PTA plant was 
a year overdue. Diminished cash flow was the reason for the 
delays but the company’s reputation for mastery of technology 
was deflated. The customs and excise evasion cases and the CBI’s 
criminal investigations were still alive. 

After the 1986 results, the collapsc in the Reliance share price 
brought down the whole market, until the goveriunent nudged 
the Unit Trust of India and other institutions into a market 
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Ti charrmarkot boom »et off l>y Rajiv's 1985 
Support Operation £, raljsat j on h ad endcd. Ibis was panic- 

initiative in econom M wc || as rcstoring high profits 

ularly gnm ncws 0 f rebuilding thc cstimated 

£ ?S£' M. w I" «-*« “■ » 

19 lUiiVs government did all it could do to help. with Narain 
Dutt Tiwari a sympathetic listener as -tn^er of commerce and 
for some months also finance minister. On 7 May 1987, ,ust 
after thc Reliance results, it announced a String of changes in the 
import regime for polyester and its inputs, ostensibly to help the 
whole domestic industry cope with what was portrayed as a 
weakenir.g market. Polyester staple fibre, of which Reliance was 
about to become the biggest Indian manufacturer, was taken off 
rthe ‘open general list’ for imports—meaning any textile weaver 
could import it—and ‘canalised’ through the State Trading Corp, 
a government agency that usually kept the import tap closed. 
The ‘specific duty’ of Rs 3000 a tonne put on imports of PTA 
and DMT in 1986 after lobbying by Wadia’s Bombay Dyeing 
was removed. As DMT imports were also canalised and effectively 
stopped, this benefited PIA users—chiefly Reliance which was 
still a few months off getting its own PTA plant into production. 
Extra allocations of foreign exchange were cleared for the PTA 
plant and the catalysts it used. Patalganga’s PSF capacity, larger 
than the licensed 45 000 tonnes, was legitimised by a Te-endorse- 
ment. The duty on N-paraffins, the petroleum feedstock used to 
make the detergent ingredient LAB, was cut by 75 per cent. 
Reliance was the only LAB manufacturer in India that needed 
to import this input, as the others were all integrated into local 
re incries which made it. A new scheme of export incentives on 
poyester )arn and fibre exports handed out some cash rebates, 
ose concessions and replenishment’ rights for imports. 

to imnm ina k CC inistr y a ^ so gave prompt clearances for Steps 
application h e p c< ? m P an y s cas ^ balance. Within ten days of an 
a riehts ismJ f C iance ’ Controller of Capital Issues cleared 
Rs L98 billion^Tk^' S ^ lares t0 Esting shareholders that raised 
and investment f, e 8 ° vemment “ r un insurance Companies, banks 

csiÄr more interested in w ° rkin s -p |tai 

ments on equipment ^ ntures » and sale-leaseback arrange- 
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^The Controller of Capital Issues also clearcd a proposal to 
prepone (bnng forward) the conversion of the G Series dcben- 
tures by six montbs, to 31 July 1987, taking Rs 5 billion off the 
Company s debt. This was barely Hve months after the debentures 
had been allocated among the subscribets. Many had not even 
received their certificates. Now they were being hurried into 

- conversion. 

Reliance issued a notice on 6 July calling an extraordinary 
general meeüng of shareholders on 8 August to approve the early 
conversion. On 1 August, it sent a circular letter to the debenture 
holders stating that if they opted for early conversion they need 
not send any communication. If they had not sent an attached 
form by 25 August, they would be deemed to have opted for 
conversion. According to litigants, who managed to delay but not 
stop the conversion later in the year, the 1 August circular reached 
manv debenture holders only on 20 August—too late to be sure 
of sending their objection to conversion. 

The litigants, who induded some trade unionists representing 
Reliance workers at Naroda, daimed that many investors might 
have wanted to hold on to their debentures for the full year, and 
eam their 13.5 per cent interest. Big finandal institutions had 
been already informed mid-year by Reliance that profits and 
dividends for 1987 would stay low, and that easing of the 
company’s interest bürden was vital. With the connivance of the 
govemment and its public financial arms, the litigants were 
saying, the small investor was being exploited so that Reliance 
could save some Rs 330 million in interest. 

Debenture holders were also to discover that their bonds had 
been issued in units of ten, which meant the two-for-one shares 
they received on conversion were in lots of 20—not regarded as 
marketable lots’ in the stockmarket where the normal basic 
parcel was 50 shares. This meant delays while Rdiance Consult- 
ancy SerVices, the group’s share registry, carried out the Splitting 
and consolidation of share certificates into lots of 50. The newly 
created shares were not, in any case, listed in the various stock 
exchanges until February 1988, meaning that for some six months 
after conversion the shares were not tradeable and could not add 
to any selling pressure on the price. 

Despite all the help the govemment provided, Reliance was 
indeed still facing a dismal year. Io stave off armouncing a loss, 
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it rcsorted to a desperate accountlng mtrve. Ihr period of its 
accounts was to bc shifted Irom ihr calcndai yenr to the April 
March fiscal ycar used by the gpvcrnincnt, meaning the 1987 
year ivould actually have 15 inonths and end on Marc h I )HH. 
Hut by March, according to later analysis, Rcliancc was still 
showiag a profit of only some Rs 130 million, even less than the 
1986 result. 

On 28 April 1988, Reliance announced it would externd its 
year by another three months, not of course bccausc of its lack 
of profits so far, but on the novel ground of ‘synchronising’ the 
commissioning of the PTA and LAB plants with the accounting 
year. By that stage, more favourable breaks had been given by 
the govemment in its budget for the year starting April 1988. 
The excise on yam and fabrics was lowered: Reliance had been 
among several producers that had raised prices ahead of the 
budget speech and then announced that they were cutting prices 
to ‘pass on’ the benefits of the excise cut to consumers. A week 
after the budget speech, as an afterthought, the import duty on 
the polyester input MEG was cut sharply. 

When the figures for the 18-month-long ‘year’ were an¬ 
nounced in November, Reliance announced another ‘record’ 
result, of Rs 807.7 million net profit on Rs 17.7 billion in sales. 
Tögether with an interim dividend of 30 per cent, the final 
dividend of 25 per cent (of Rs 10) brought the shareholder’s 
reward to Rs 5.5 on each share. It was certainly the Company’s 
laigest profit yet, but when annualised it was still down on the 
Rs 713.4 million profit declared in 1985. It had been helped by 
möre Creative accountancy, notably the capitalising of the entire 
interest cost of the PTA and LAB plants and a new basis of 
Provision for depreciation, which had added some Rs 245.4 
million to the bottom Iine. By the financial ratios such as retum 
on capital, which investment analysts used to gauge a Company ’s 

efficiency and relative profitability, Reliance had shown less than 
spectacular results. 

Ihe justification for Reliance’s hunger for money was die 
industry visi<>n Dhirubhai could conjure up for his shareholders. 
At his annual general meeting in June the venue was an enclosed 
suburban hall rather than under the blue sky of the Cooperage 
Football Ground or the Cross Maidan. But Dhirubhai still looked 
up from the financial mires to a future of massive silver Cracking 
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towcrs, distilling < olunuis ; 'ud <h<nii<al Containment *.ph< rcv on 
thc harren coastllne of hi» childhood. 

The Company had been allmatcd 280 hcctarcs of land at a 
new industrial zonc callcd Hazira, on thc banks of thc £apti 
Rivcv across from the ancicnt textile trading port of Surat wherr 
the East India C ompany had set up its first trading ‘factories’ 
Reliance planned to move into petrochemicals, making high-den- 
sity polyethelene, polyvinyl chloride and caustic soda—the ingre- 
dients for the plastics revolution that had reached households in 
Southeast Asia but not yet India, where sugar or cement was still 
shipped in jute sacks, women hauled water from their pumps or 
tanks in brass or Steel urns, shopkeepers expected customers to 
bring their own Containers for milk or rice, and farmers lugged 
Steel irrigation pipes across their fields or just gouged crude 
channels in the earth. 

All the plants listed for construction at Hazira had been cited 
as proposed activities by Reliance when it garnered subscriptions 
to its G Series debentures in November 1986, and the acquisition 
of land at Hazira had been reported to Reliance shareholders in 
June 1987, along with the dismal 1986 results. 

The site remained a swamp, as Dhirubhai tried to muster cash 
and credit to Start building his dream. At the end of May 1988, 
Reliance had applied to the Controller of Capital Issues for 
permission to make yet another massive debenture issue to 
finance its Hazira project, this time though a newly created 
subsidiary called Reliance Petrochemicals Ltd. The fully convert- 
ible debentures would be priced at Rs 200 each, and-bring one 
Rs 10 share in the new Company immediately on issue, with the 
remainder being converted to more shares in two stages over the 
next three to seven years. The issue would raise Rs 5.934 billion 
towards an investment estimated at some Rs 25 billion by the 
time it was completed in 1994. 

The issue was deared early in July 1988 and opened for 
subscription at the end of August, even though, as the Indian 
Express pointed out, Reliance Petrochemicals did not appear to 
have yet obtained the industrial licences it needed for the project. 
It was also the first case of a new Company with no assets against 
its name being allowed to issue fully convertible debentures, 
which was against the policy laid down by the Finance Ministrv 
Controllers up to then. The Express also questioned whether 
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Reliance was raising money a sccond tinu*. tlmuigh ihr subsidiär y. 
for the same projccts the G Scrics debenturcs wcnr supjx>scd to 
tund. This time Relianec had a morc sympathctic car in thc 
Suprcme Court. On 25 August, thc oourt barirrd thc Express front 
Publishing anything on the vnlidity or Icgality of thc approvals 
got by Rdiancc Rrtrochcmicals in oonnection with thc issuc. The 
otder was litt cd on 23 September aftcr thc issuc closed. By thc», 
Dhirubhai had 2.3 million new investors in his cfnpire, among 
them of coursc manv of thc existing l .8 million sharcholdcrs in 
the parent Company 

The pctrochemicals plant would makc Reliance only thc 
seeond produccr of high-density polyethvlcnc in India, and its 
biggest produoer of PVC. But Dhirubhai s ambitions wert.* racing 
even further ahead. ln Octobcr that ycar, the economic affairs 
Committee of Rajiv's cabinct approved his proposal to build a 
gas crackcr a plant that breaks dov.Ti thc components of natural 
gas into different petroleum gases—alongsidc thc pctrochemicals 
plant at Hazira. It would produce 320 000 tonncs a ycar of 
ethylene, 160 000 tonncs of propene. and 50 000 tonnes of 
butadiene. The fecdstock would come from thc ncarby South 
Bassein natural gas field being dcvelopcd by the government’s 
Oil and Natural Gas Commission. 

This was another big project, using proprietary technology of 
the world’s petroleum and engineering giants. How was 
Dhirubhai to finance this when the big pctrochemicals plant had 
just been put off the parent company’s own rather strctchcd 
accounts? 

Dhirubhai alrcady had his eye on one of the jewcls in thc 
Indian corporate worid, which he feit a ffiendly government had 
put in nach. The Bombay engineering firm of Larsen & Toubro, 
founded by two Danish engineers in 1938, had become one of 
lndia’s biggest listed Companies by 1987, with assets of Rs 9 
billion, annual sales of Rs 5.8 million, and gross profit of Rs 820 
million. 1t was building all kinds of factories, making offshore 
platforms for the new oil and gas discoveries in the Bombay 
High, and fabricating high-performance equipment for India’s 
nuJear power, space and defence programmes. It was something 
of a Strategie national asset. 

As tar as ownership went, the Danes had retired from the 
scene. fhe firm s sharcs were widely dispersed, but the govem- 
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ment s financial institutirm« l ■ « 

decided the fate of its management P " Which 

diversifications into shmnina a * uJ madc 50016 ,,ltir ned 
tively nin Company with an^im Cement - but was a conscrva- 
tise. While regarded widdy a s T 8 ' ° f tcchnical ex P cl ” 

performance, it was still makinv . an I '° t ® lvln ^ lts P° tenlia l 

■** ü« * m« rt? wS," “Ät*r ™ 

immensely rieh in intcmal racK ™ °* It was 

tempting takeover taiget, and theT?*)!** £ nd J >0,70v ' an & P° wer - A 
had aiready started nibblinv in th U aSC ^ ^ bbabiaa br °thers 
the suppet of the Ä“ £ ^j. 1987 ** wiütout 

nationalised !1 X* ° f Baroda - «* of the score of 
nauonahsed commetctal banks, dedded to get imo Investment 

sS "P. a cahed Bank of ftSS 

LkXhe lT er reV, eT d t ° 808 Rscal ^ months later it 

(L1C) two 'of ^ °J ndla and * e Life Insurance Corporation 
(UL), two of the btggest institutional Investors in the 

^ rem ndi t0 « help * Start a ' K,rtfolio «V Alling it baskets of 
shares. Oddfy 63 per cent of the basket from LIC and 46 per 

cent of the basket from UTI (by value) were Larsen &. Toubro 

Shares, bought for a total Rs 270 million on 3 August. BoB Fiscal 

Sold these shares two daya later for Rs 300 million to V B. Desai 

& Co, a firm of sharebrokers who did a lot of work for Reliance. 

Later in August, BoB fiscal repeated the same exercise with the 

General Insurance Corporation (GIC), taking delivery of Larsen 

& Toubro shares for some Rs 141 million, about 55 per cent of 

the basket from GIC. These were also sold to V B. Desai &. Co 

two months later. The brokers then transferred the two lots of 

shares, amounting to 8 per cent of Larsen & Toubro’s equity, to 

the Reliance offshoot Trishna Investments. Reliance suddenly 

emerged in October as the biggest non-institutional shareholder 

in the blue-chip firm. 

Meanwhile, the Company Law Boatd, not until then the most 
vigorous regulator of corporate misdemeanours, had been acti* 
vated by a minor scandal in the Larsen & Toubro management 
°ver the use of a Company-owned apartment. The financial 
institutions agreed it was time for a new broom. On 11 October 
1^88, Mukesh Ambani and the Reliance director M. L. Bhakta 
j°>ned the Larsen &. Toubro board by invitation. Dhinibhai 
Proclaimed the new alliance ‘a merger of the professional skills 
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ot l Arsen & Tbuhro and the entrcpreneurlal skill'» of Rrliance* 
U meant grratcr risk-taking ability for IArsen & Ibubro, he told 


jvHunalists. 

Rcliance kept on buying Larscn & (oubro shares in th< 
market, helped by a share pricc that had (allen on news of thrir 
cffective takeover. It had built up a stäke of about 20 per cent 
by early in 1989, when Dhirubhai was invited in as chairman 
and Anil Ambani also appointed to the board. 

lust what Dhirubhai had in mind about greater ‘risk-taking’ 
came soon afterwards. Jn March 1989, Larsen & Ibubro raised 
Rs 800 million for ‘working Capital’ in a convertible debenture 
issue and then put Rs 760 million into Reliance shares to cement 
the relationship. It was paying over' 12 per cent interest to the 
debenture holders, and eaming about 2.5 per cent in dividends 
on the shares. 

In September 1989, Dhirubhai announced some other mea- 
sures to tighten the alliance. Larsen & Toubro’s shipping division 
would acquire two new ethylene carriers, which could be used to 
deliver feedstocks to the Reliance Fetrochemicals plants at Hazira. 
And Larsen &. Toubro would be given the job of buildirig the 
new Rs 5.1 billion natural gas cracker that would eventually give 
an in-house supply of ethylene and other feedstocks. 

The downside was that Larsen <Sc Ibubro itself would be 


financing the Order it had just won. It would raise Rs 8.2 billion 
(Rs 9.43 billion with retained oversubscriptions) through a ‘mega- 
issue’ of debentures. Out of this, Rs 6.35 billion would be given 
tu Reliance as supplier s credit for the natural gas cracker that 
Larsen & Toubro would build for Dhirubhai’s Company at Hazira. 

hirubhai explained that the deal with Reliance would give 
»ne engineering firm access to gas-cracking technology which it 
coud apply to projerts all round the world. Aiound this time, 

in üv k t WaS a ' S ° ^^8 U P sorr »e grand infrastructure projects 
i» * • ,C ™ ^ )u bro could take a lead: an undersea tunnel 
harhnn ° ^ ner Bombay with the open land across its wide 
lertin<T f f t k° n ^ am aCross Gült of Cambay gradually col- 

Delhi T*a Wlt | r a superhighway linking Bombay 

Delh and Agra. It was time for Lassen & Toubro to think big. 

annnun a^ ^ Reliance. In December 1988, Dhirubhai 

tnnne ° C T^ a PP^* n 8 ^ or permission to build a 6 million 
a year 01 re mery at Bharuch in Gujarat. Until then, oil 
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refining had bccn rcscrved for govcrnmcnt owned or controllcd 
Companies. His chanccs of approval werc slim (and his application 
w-as tumcd down six months later) but Dhinibhai declared that, 
sooner or later. New Delhi would realise it could not finance all 
of India’s burgeoning refining necds. Other diversifying projects 
put up around this time included sponge-iron, power generation, 
television tubes, and pharmaceuticals, none of which made much 
progress. • 

But bankers and accountants looked at the potential downs- 
ide. The supplier’s credit would be given to Reliance at 15 per 
cent interest, a margin of 2.5 percentage points above the rate 
Larsen &. Toubro would be paying investors. But this was a puny 
re tum on funds that could be used to exp and Larsen &. Toubro 
itself. And the amount of supplier’s credit, to one Company and 
one project, was equivalent to some 55 per cent of Larsen & 

Töubro’s total assets. It was a massive exposure for the Company 
to a single risk. 

Gurumurthy cried ‘plunder’ in the Indian Express, as the Ambani 
takeover progressed. The helpfulness of Dhirubhai’s friends in the 
financial institutions, no+ably the chairman of the Unit Trust of 
India, Manohar Pherwani, was noted. Gurumurthy recalled that 
the chairman of the Bank of Baroda, Premjit Singh, had also 
helped Reliance out in the past by providing US$25 million in 
loans for overseas Indians to subscribe to its F Series debentures 
in 1985. An enterprising and evidently plausible reporter on the 
Express, Maneck Davar, made a trip to Southern Gujarat, where he 
found the sons and daughter-in-law of the bank chairman running 
a polyester yam texturising Company set up in Gctober 1986. It 
took partially oriented yam from the Reliance plant at Platalganga 
and then sent the crimped yam back to Reliance, earning an 
estimated profit of Rs 5.5 million a year. Davar inquired whether 
he too could send yam for texturising: he was told tue firm vvorkt d 

only for Reliance. ... 

No one in the government wanted to know. Dhirubhai had 

meanwhile moved further up in his scale of living. In November 
1988 the entire Ambani clan had moved away from the Usha 
Kiran building where he and his brothers owned flats. The new 
family home was a 17-storey apartment building called Sea 
Wind’ off Cuffe Parade in the histonc area ol Colaba, dose o 
the business heart of Bombay. An Ambani Company had bought 
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the building in its cntircty, and the family spread out through its 
upper floors. The first five floors werc devoted to car parking, 
the sixth and seventh to a gymnasium and swimming pool, and 
several other floors to guestrooms. 

Dhirubhai was also on the way to satisfying an uige to counter 
the Indian Express in print, and perhaps to attain the indefinable 
Status of the media baron. Dhirubhai had talked for some years 
of getting into the media business, and already had a suecessful 
advertising agency, Mudra Communications, which was ranked 
fifth in India by annuaJ advertising billings. This helped pressure 
editors, as we have seen, but Dhirubhai wanted an editorial voice 
of his own. 


He had looked at several newspapers that came on the market, 
and had earlier bought a Controlling internst in the pro-Congress 
newspaper, the Patriot, which had made vitriolic attacks on Nusli 
Wadia in response to the Express campaigns. At the end of 1988, 
his son-in-law Raj Salgaocar bought the Bombay weekly newspa¬ 
per Commerce. Financially ailing, it had passed thiough five owners 
in recent years including Kapal Mehra of Orkay Silk Mills, but 
had a useful business and economic research bureau. Prompted 
by Salgaocar and Anil Ambani, Dhirubhai agreed to transform 
Commerce into a mainstream daily business newspaper, to be 
modelled on the Financial Times of London. As editor he hired 
Prem Shankar Jha, a former editor of The Hindu, son of a former 
foreign secretary and govemment economist, and a noted writer 
himself on India’s political economy in the academic world. Jha 
hired nearly 60 of India’s best joumalists, paying salaries that 
set a new benchmark for Indian newspapers. But partly due to 
a oul-up m ordering prinüng equipment, the new Observer of 
Business and Pohtics was not to launch until December 1989 when, 

^ We frl. SC uL 11 WaS to ° late to turn d* poHücal tide 

even d Dhirubhai’s hired pens had been able. 

dir^Zr^ ^ ^ ** law werc ^ing pushed aside The 

investioat° u f^°^ an had not been keen on 

i 007 ^ .1 ^ e . a e 8 a A° n s raised by the Indian Express. Early in 

RadhaVricK an ^ , co " u P tio n agency’s additional director, 
backdaf ^ u ^ ad recom niended prosecution over the 
1^5 Tf v ° fcredit the PTA imports in May 

wild «o™ effecüve, y scnl d'C filc on a buieaucratic 

g ose chase by referring it to the Finance Secretary, 
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S. \bnkitaramanan, who in tum rcferrcd it to the Law Ministry. 
On 25 November 1988, the junior finance minister Eduardo 
Falciro told parliamcnt that the CBI’s report had been examined 
in consultation with the RBI and no further action is contem- 
plated for the matter’. 

ln 1987, Katre had been a prominent guest in the VIP box 
at the World Serics cricket toumament, sponsored that year by 
Reiiance. The venue for the New Delhi games was a Stadium at 
a convenicnt walking distance from the offtce complex housing 
India’s security and intelligence agencies. 

Nair volunteered for early retirement in 1988. 

By launching a High Court action, Reiiance had stalled the 
1985 show-cause action started by the Assistant Collector at 
Kalyan for alleged evasion of Rs 270 million in excise on its 
polyester yam production. There was still the show-cause notice 
issued in February 1987 over the alleged smuggling of Rs 1.14 
billion worth of yarn equipment and evasion of Rs 1.2 billion in 
duty Reiiance had tried to get Bombay High Court and the 
Customs appellate tribunal to quash this notice also, but without 
success. It was due for hearing in April 1988 before the Bombay 
Collector of Customs, Sukumar Mukhopadyay, regarded as an 
upright official immune to political and other pressures. 

The scheduled hearing on 25 April had to be called off when 
Mukhopadyay was s\immoned to New Delhi for a meeting of 
Western India Collectors of Customs, convened with little notice 
by the junior finance minister in Charge of revenue, Ajit Planja. 
The hearing was relisted for 5 May On 4 May, Mukhopadyay 
was transferred to a new position, and the case postponed again. 

The new Bombay Collector, K. Viswanathan, took his time to 
familiarise himself with the case. Nearly eight months later, on 
31 January 1989, he announced his decision to drop the smug- 
gling charges against Reiiance. ‘There is no direct evidence, 
documentary or otherwise, of undervaluation, he ruled, . . . the 
Charge of undervaluation is based on a capacity which is founded 
purely on theoretical calculations and calculating them by mr 
teading the relevant data of the documents of contract . . 
Reiiance Industries Ltd had not exceeded their licensed or the 
designed capacity and the capacity of the plant imported by them 
is neither in excess of the contract nor is the import contrary to 

the import licence.’ 
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The battie wi?h Nusli Wadia’i Bombay iJyrirtg had moved 
upstnam in th' petrolrum produr* chain from PTA and DMT 
to thcir common input paraxyknc f>nce again with funds to 
sparr, Rrllancr wa*. grttjng Its long-ddayed PTA plant inu> 
Operation ovrr 1988 and urhicved comrnerriaJ production in the 
last quart rr of »hc year. The TIA plant, as we have scen, included 
rs <j*r. para>yJeTif produting unit which used napththa as feed- 
<x> Bor.Kay Dyeing’s DMT plant cor/inued to use paraxyiene, 
wh'dt n rif-f-ded to Import for lack of domestic suppfy 

In Mart h 1988, the government raised the customs duty on 
paraxylew: from 83 per rjent to 120 per Cent, erven though world 
ma-Vet pria- for the feedsiock had recentiy moved up from 
a round US$400 a tonne to US$885. M this stage, ReJiance was 
ctill u«ing importrd PTA oin which duty had been cut ten months 
earlier. Bombay f>/eir«g was the only Indian importer of 
paraxyiene, and now received a double hit from the worid price 
and t^»e duty hike. 

Pdiame also received another benefit for its Patalganga 
^paraxylene plant In July 1988, the Finance Ministry grarited it 
the Status of a refinery ahead of some 20 otheT napththa-based 
Industries also vteking the same ruling, inciuding National Per¬ 
oxide, assodated with Bombay Dyeing The Status meant that 
Peliance could get its. napththa from domestic refineries at the 
concesskmaJ price of Rs 30 000 a tonne instead of Rs 100 000. 
The decision had been opposed by two members of the Central 
Board of Exc jsc and Customs, ß. R. Reddy and Jyotirmoy Datu, 
who pointed to the massive suhsidy it implied through loss of 
extise, but they werc overrulcd/' 

( >r\ I March 1989, the government cut the duty back to 90 
p*-r cent, but transferred paraxylene imports from the open 
general list to the 'canaiised' category, with the govemment- 
owned I/v'ian Petrochemicals Ltd as the importing agency In 
efferl, thh meant that Bombay Dyeing’s independent sourang 
of the vital feedstock was throttled bade The official in Charge 
of petrochemicsüs ealled a meeting of pajraxylene users, induiling 
Bombay l>yeing and Rdiano*, to ask if there were any surplus 
supph#-*. A werk ot v> later, Reliance notified the government it 
had alx>ut 40 (#/) tr/nnes to spare and that there was no need 
for Imports. 

If this indicated that Reliance indeed had greater capacity at 
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Ritalganga than authorised, the excess was quickly legitimised in 
March the ‘minimum economic size’ for PTA plants under the 
industrial Iicensmg System was raised from 100 000 tonnes a year 
t° 150 000 tonnes, and in June to 200 000 tonnes. The minimum 
size for DMT umts remained at 60 000 tonnes. 

Wadia remonstrated with the govemment over the next three 
months, taking his complaint to the Cabinet Secretary, B D 
Deshmukh. Reliance had effectively taken over the profitable 
paraxylene busmess from the govemment s own Bharat Refmer- 
ies, using its napththa. Meanwhile Indian Petrochemicals was 
keeping Bombay Dyeing on a hand-to-mouth supply line for its 
paraxylene, the Company ran out of the vital feedstock twice in 
this period. Reliance was asking the equivalent of the landed cost 
of imports, about Rs 28 000 a tonne, for its surplus. Bombay 
Dyeing cstimated its cost of manufacture was between Rs 10 000 
and 11 000 a tonne. YVith domestic excise and sales tax a 
combined 19 per cent, this suggested a profit of Rs 11 400 to 
12 400 a tonne. Wadia aigued that paraxylene should be made 
available to all DM T and PTA producers at the same price, as 
set by the Bureau of Industrial Costs and Prices. This would be 
about Rs 7000 a tonnt lower than the Reliance price. 

Over this period, Street protests and court actions against the 
government’s treatment of Reliance made little progress, though 
they kept the allcgations against the Company alive. In October 
1988, the farmers’ group Shetkari Sanghatana, which had been 
campaigning for three years against artificial textiles on behalf of 
cotton growers, announced it would blockade the Reliance factory 
at Fhtalganga. But the movement’s leader, Sharad Joshi, was 
persuaded to drop his plan.^ In December 1988, two allied 
activists, journalist Anil Gote and medical doctor Pändurang 
Ranjaram Kinare. employed lawyers Shanti Bushan and Mahesh 
Jethmalani to sue the govemment and others over the CBI’s 
failure to prosecute on the evidence it was alleged to have 
assemblcd against Reliance. By contrast, the CBI had shown 
‘extraordinary zeaf in prosecuting trivial offences by those who 
had exposed alleged illegalities by Reliance. 

Bombay Dyeing’s lobbying got it nowhere. Dhimbhai was 
counted as a major backer of Congress for the general elections 
due at the end of 1989. Rajiv was tuming back the clock in an 
effort to recapture the dynastic magic. In early March, his 
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mothcr’s lormcr political manager, R. K. Dhawan, returned to 
ihc primc ministcr’s offne as an officer on special duty Rajrv 
had set asidc bis ‘preppy disdain’ for the ‘oily-haired Punjabi 
babu [clerk]’ and retumed to Indira's style of functioning.» 
Dhinibhai had his own eontact back in court. 

By November 1989, Indian fetrochemicals cut off the supply 
of imported paraxylene altogether, while the govemment dropped 
excise on domestic supplies. Nusli Wadia was compelled to buy 
4000 tonnes from Reliance, paying Rs 22 000 a tonne, which 
stiH left Dhirubhai a fat profit margin on his sale. By that time 
Dhirubhai had many other worries, but he must have savoured 
this humiliation for Wadia at the end of this second phase of 
the Great Polyester War. 
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'ince March 1987. the tables had bcen • „ 

and thc Indian Express, who were J^sM 

nany fronts. ere both beleaguered on 

Rainnath Goenka’s healtb wac i , 

newspaper baron was spending long Sf“* Xo! d lylarvvari 
was continuing the fX eTen hospnal. But he 

facing its worst perirnfsince Indira VF * h ' /nrf '"" Express was 


‘Howe of ^ «tpüoned a pieture of Express Towers as thc 
of Liars- B ^ ^ called rts editor. Arun Shourie. the Ace 

Shourie lat« 

LenS JfTb 1Ü8h . Up P™ started is indicated in the 

Was insZ. P ** state of Maharashtra over 1986-89, CJodbole 
conce ss i™” eMal m d^ying requests by Reliance for hdditional 
req Ucsl . . m ® tate sales tax on produotion at Ratalganea—one 


/' • * ‘ y ■ . ’ * . 
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by the Marathi-language writcr Bai Saniant and by Kongress MP 
Murli Deöra, a String of invitations to music concerts at 


: issue^LrOdDoie reruseti au lequc&La x r$m 

anonymous telephone threats to his home late at nighteaused 

Godbole to obtain police '$i ^ 
minister, Sharad Pawar, called Godbple in and told him of a lot -. 
of pressure from 7 Race Course Road —the prime minister s 
official residence in New Delhi. 2 


After his artest by the CBI iri August 1987 för a wrong entry 
iin; a hotel ledeer. " 


Ä ■' 



f^officials served him with a deportation order, which said the g| 
Government of India had declared him an undesirable alien!; 


IIUUUUUÖ tLLUtu ui uuvju.wci ~ w ~ 

He began an ui^ent iegai appeal, and got i court to stay the 
U. expuJsion ordeE But the messäge was clean if W^dia did nöt 
buckle under to Ambani's industrial supremacy and pay bis price, 
all mechanisms of the state could be manipulated to make hi$ 

Position in India untenable. His fortner ffierid Rajiv Gandhi had 
cQmpletely switched sides. 

But just as the opposing foiCes seemed to have backedVNfodia 
into a tight corrter, the most biiarre episode in Bombay’s textile 
Mahabharata began—one that was söon tö cover the Ambarüs 
and Reliance with great embarrassment, änd bring a Collection 
of charaeters ffom Bombay’S violent underworld briefly Oh; tö the 
centre Stage öf Indian Commerce!. 

A week after his arrival back in Bombay A^dia was töld that , 
his life was in danger in his home city. The chief minister, Shara^ 

Pawar, telephoned Wadia- ät his home frontmg the Arabian SeS •• 
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Prabhadevi waterfrbnt. Without giving details,,he wamed the 
a j)e t ycoon of a conspiracy. to assassinate him. A squad of 
noWce commandos arrived soon aftcr to mount a 24-hour guard 
Wadia’s bome. Two cats packed with armed police were 
assiened to escort Wadia’s limousihe äröund the city 

Pawar was an old friend of Wadia, and no friend to Dhirubhai. 

He had parted Company with Ambani’s principal pplitical Invest¬ 
ment, Indira Gandhi, in the late 1970s and had run a rebel 
Congress Party in his own state. Brought back into the main- 
^E-eam Congress only recently by Rajiv Gandhi and installed äs 
chief minister, he rcmained an ambitious and independent- 
minded Satrap whom Gandhi’s loyalists regarded with great sus- 
picion. Prominent among thcse loyalists in Maharashtra was^the 
former city mayor and the Congress MP fbr South Bombay Mujrh 
Deora, an old yarn market colleague of Dhirubhai. By then föwar , 
was feeling somc hcat himsclf from Reliance for failure to overru e 
' Godbole on salcs tax and for other holdups in state governmervt ;: - 
dearances. Pawar believed Reliance was stirring up certain land 
- scandals being levclled against him by party dissidents. 

Even so, Wadia suspccted the security scare was a rase to keep • 
him undcr guard and keep his activiücs dosely monitored. 'The.^ v f 
next day, he gavc the guards the slip and vanished for several 
hours. Ön his return, Pawar was again on the telephone and 
Irebuked Wadia, warning him the threat was senous. 

Wadia continued to be tied up with his appeal agamst the 
m deportation Order. On 26 July he applied to the Bombay H.gh 
Court to be recognised as an. Indian Citizen. On 28 July he faced 
no less tlran the Additional Solicitor-General of India, G R. 
Ramaswamy. who spent an entire day in court opposmg h.s 
Application In addidon, the CTI diredor Mohan Katre^e 
down from New Delhi and spent the day watchmg the proceed- 
ings, a highly unusual level of internst given that the case was 
not onc im olving his agency As the GBl is the only TO w .c 
■ can investigate judges, his presente mayhaye 

intimidate the bench. Ramaswamy argued-tftat Wadia• A« .. 

becn an Indian Citizen, and even if he had. Ins apphcauon for 
British passports in 1964 and 1984 had automatically extm- 
guishcd any Claim to Indian nationality 

But on the evening of 1 August, a sensaüonal development 



ü ui on me eveiung ^ , r c r> u > 

suddenly put Reliance in the dock. DetecUves of Bombay i 
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Griminal Investigation Department arresteä Kirti Vrijlal Arnbani, ) 
a reneral manager öf Reliance in Charge of : puBlic‘ 
customs and excise matters, and'cbkrged hiiH betöre a Magistrate 
with conspiracy to murder Nuüli Wadia. 

Also arrested and charged äs chief m^nspirator was a strärij^ 
companion för the Reliaitee exeoitive- 

already widely known around Bombay as a small-tinrk populär 
music band kader playirtg ünder the name ‘Prince Babaria &Hi s 
Orchestral Then 40,'® * ~ L i~*~*t**Ji ^*^Mh**& 


ment evenihgsthat brought Bombay's milieuxof busmess, 

• ; ' 1 ''y' aii ' v' 1 '*.’ vif* - ' r Y?• v : ••' /J ■' 1 ' ”• '■ ii ’:vV. >,V . 


öf gold and electrohics smuggling in Bombay ariä sw^ 



His 





I 11 VWA V IU wvyij^v., ty. lyui/aa^ iaa j^/iuyiUL uiL o ClllCibdUUntuL dl 

thebirthday party of Dawood Ibrahim, the pre-eminent dön of 
the Bombay underworld, later to be accused äs mastermind of 
the bombings that rocked the city in March 1993, killing nearly i 
. 300 peoplc. . A • 

Among Babäria s circle of acquantainces was IOrti Ambani, 
then 47. A Iong-time Reliance employee, he was originally nämed 
Kirti Shäh but became so devoted to the Reliance founder that - 
ne had changed his own name to Ainbani. Babaria häd called r 
occasionally at Kirti Ambani’s pffice.; At a party for Babaria’s 
youhg son in 1987, Kirti had been a cHief guest—his preserice 
recorded on Video and camera. 

The character of each of thp twn thmv 


r their nS, v5n5 u proud of his pretty wf 

f t RH dr ^» ?nd lh *>& as it tumed out, ..._ _ _ 

^ foreb ears had made a U'ving: ; 

IWK u ° nS “ P ° Uce Formers. - . - ^ v 

' B ° mbay busmess cWes we re inoedulous enough ü,a. ^ 
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. . rt e cmployee would even think nf-W 
**nd is cheap in Bonilw^.«^ Ühi»^ %ß 

.j int r businessmen in üie construction onH t and 19 90s 

SU victims 

, '*< than two thousand dollats.But the Ambi *&^ arrtounts 
cV „rniing ambitions scemed to place them on a 1™4 f COnstantl y 
b l K „ iour well above this vicious jungle Their ehr, ° COrporate 




v i • .v j. ö'rr 1 w^vPi^cy ägainst vVädia , 

the pohce also revsned earher case^-such as ,he bashings and 

attacksmet m the past by the son of Orkay Silk Mills eh Jrman. 
Kapal Mehra, Jamnadas Moorjani of the Crimpers’ Association 
and embrotdery exporter Bipln Kapadia. Statements were taken 
from Moorjani and Kapadia. Wadia also recalled a threat from 
‘terronsts’ which had forced him to witlidraw his two sons fmm 
their boäiding school in the Himaläya^. at I^sauli in 1987. 
Nothing but the coincidence that all had at some time or pther 
ken in commercial rivalry to Reliance was establishedl 

The police case, as eventually presented to court in Öctober 
1990, was that Kirti Ambani was deeply involye^m^ 
fight with Wadia’s Ihunbdy I>eing Ltd for monnpoly control of 
paraxylene. By limitine access. to cheap imports, Reliance was 
trying to force Bombay Dyeing to buy Reliance’s surplus 
: paraxylene, dn ' which the price was 280 per ’ Cent above^ the 
production cost. The two Companies were in a hectic campaign 
°ver July-September 1988. 

After his jpb as Reliance press spokesman had been largely 
ta ken over by Anil Amtiani and hired joumalists in 1987, Kirti 
Ambani’s duties continued to be Liaison with customs and excise 
officials. The police presented one example of such a contact, a 

fonner customs inspector named Umedsingh Sarraiya, who m 

1974-78 had handled the customs bond placed by Reliance. 
Sarraiya had frequently visited the old Reliance Offices at ourt 
House and had been introduced to Kirti Ambani by Dhirubhai s 
"ephew Rasikbhai Meswani, then in Charge of customs matters. 
Sarraiya had continued social meetings with Kirti until 1989. at 
e *ch other’s home. ör at small hotels arid restaurants around 
Bombay, with Kirti usually picking up the tab. Other customs 
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officers somtimes joined thcm: Sartaiya also admitted to : 'v 
that he had been dcmoted for graft in thc early l98Öi 
been caught taJking rtiöncy from a passenger while Oft dÄ^- 
Bombay’s Santa Cniz airport. ' a * 

The police alleged that, in November 1988, the bandmas 
Babaria had contacted a criminal called Ivän Leo Seqüeira al^ 
Shanoo, whom he hadknown for a year or so fhrough a mut ^ 
friend who played the Hawaiiän guitar. Seqüeira, then 29 hä 
been convicted öf a murder ten years earlier büt acquitted nn 
appeal in 1984. In 1988 he tos again facing chaiges of shooti™ 
someone, and was ori Kail ' \"-'v-;•? 


money in Sequeir* later contöseä.'ft.a «Mt Malte- 

ment before a maglstrate:'Bäbaria-later n^ed : tHe't^^ 
Nusli Wädia, but did not immediately reveal who was paying 
saying only that he was ä ‘big man’. • 

On 13 Decerriber 1988» Babaria and Seqüeira weht to the 
Ritz Hotel ih Bombays Chürchgate area to meetTarti? Tfe Ritz 
is a small .Hotel close td the NärimanPointhiisine« dic+rir+ anA ■ 


döwnstairs, Baba- 

na came down and Seqiieira said he was iriterested in the job 
i an a ^ vance * Babaria said Kirti had agreed to pay ‘50 

lakhs (Rs 5 million, then wörth aboüt ÜS$300 0Ö0) for a 


. ■ y % f ; 

WM 


successful job. . .......,... , „ w 

The next day Seqüeira rang Babaria and was told Kirü had 
agree to pay Rs 500QQ0 in advance. The two met the same 
ni at ^ Shaliihar Restaurant, near Babaria’s home at 

nend 1 Bazar. Babaria went outside to a Iahe anid came back 
with a plasüc bag containing Rs 150 000 in cash, which he gave.s 
witV»^ UCI V Police collected evidence of substantial cash . 1 ' 

raw s from Reliänce bank accounts around this pefiod» v y 


.. 'rf-.ftffcr.'-fi 

y > : ■ , 


. '■■..-■A ... 
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.bäd 


debts, 


>le n.anoeuvring of Sccounts for dublonf«* 88 ', 31 ? f ^ 
fnilutment said. ous expenditure,’ the 

riiereafter, Sequeira; dodged Babäria's l 


„hone calls inquiring about plans for an anxioi,s 

fv-echs, Babaria went to Sequeira’s ÜoiL several 

inquiring about progress. Af a second meetin^^^ ^ $1* was 
1989, at the Ramada Inn PMmgiove at ÜÜ ftbruat y 
sat drinking by the swimming on Kirfi-sVo' U ’ thrce 
account and again discussed planster the Will™ 9 e cx P ense 
for more of the promiseäSfelÄMf 

As n,ore weeks ,wnt by withom action, Babaria cLelt^r 

more pressure from mtMü ä^uw_ i aSam mmk . • “ • M me uncJ er 
Babaria’s 
family 


abana also conlracted a mechanic named Salim Mustaq Ahmed 

to steal a tar and drive it in an ambush of WidiaVlimousine 
agreed price pf R s Ö0000. > iimousme, 


e . ' vas very upsel'.’ Sequeira said in his svvom Statement, 
old me he was taken totaskby his boss. Itold himüiat I 
n . return ttid adyaince mqniey Büt he told^^ 

: mteres ted in getting back the rnoney. Büt he .was interested 

m fttingthe job dcVne?; fl ? . 

AmlL^ a5 f Babaria SSf Sequeira mct a vety unhappy Kitt! 

m at the Sea Rock Hotel : ‘He told me that he was 
Su specting nur SSiSf W. 


ab ' Un § ou r i n tentidn,’ said Sequeira. ‘He w$s upset. He was 
a ° Ut to Cr y He was saying he was unable to face his bosses. I 
anvdr* that the nature of. the' work was serious and if 
_ ythmg goes Wrong each öne wouJd cöme, in trouble. He was, 

An ry ha PPV by hearing all this . 1 
^ ter this meetiitg; Babaria pressed Spqueira once ör twice, 

■ , _ | ; . , . jj 0'ß, ■ ■’ • "y f. " - : : x 
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but _ a ccording to ||gg ^ Secjueira admitte^himself 

viollv interested m ui ' .„j with the offcr 1 thonght that 


SiuS R h»d aS'y 3d Wadt d at a Ihree loctions |g a 

On one^ccLion they followed Wadia to a bungalow at 
Khandala, a resort in the Western Ghat mpunUrns 
Bombay ‘ We wanted to kiU him but were wo houis late so the. 
Operation failed,’ Babaria said. On the °di« attemp«. j fffljj 
tried to catch Wadia outside his home at P ”“'* de ?' 
outside the Breach Candy Hospital where Wtdia had gone to 

visit the ailing Ramnath Goenka. ' ,. 

Babaria daimed that the advance actually paid to liim l?y Kirti 
Ambani totalled Rs 1.3 million, suggesting that if Sequeira had 
_i_ j u:„ —i» Koffer rnnM have saueezed even mpre money 


played his cards better he could have squeezea even »-w 
than his Rs 300 000. This tends td accord whh *e sudt^i^ush 
of money enjoyed by Babaria at the end of 1988 Mid cany » 
when he lavished his wife Hema with gold . jewelloy; ^ 

top jewellers in the Opera House district of Bombay bought ttyo •, 
old cars and a new sound System for his b^d^ and ^d ,a;.pd°diy 
telephone installätion at his small house . in the Bhendi; ßazar 


gang talked about rt while . 

by a' police infonnaht. The gang member 
questioning, and revealed the details^ As the gang 
up, the sensational identity of the äflegedtiu^^ - 

the gang göt attention ftom Bombäy's seiüoimost detective, thp 
Joint Police Commissioher (Crime), Aryin Inamdan ; ' '* 

Babana s new telephone line allowed the police to collect mOJp ‘ 

• \ : K '. .• . '■ ; '• . . 

, \ * , • • ' • , » "* . . •* • . 
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5u4f^ ° n 22 bww ««i the 

i« b and mentioning details 6f tW munlw ^ nabaiia «Bit» 
if he knew whether Wadia wa^Ä Babaria 
«h«»* as in Bombay bccause his appeal aeata«?^ replied that 
lixcd for 24 July. Kirti asked abouTüie^™ ,^ decis “>n 
Urding to the police court papers, Wrti « P ' an ' 

nth only assurances, dates and no resultf ^„ h fed U P 
L die iob were nöt cäpafcle and his ar™ * 7J e people chosen 
the advance reLned 1 settled- 

Two days later, Kirti is quoted: wvin« * « . % 

boss «ere interested in the Work any loneer 1 Ba^ri ^ £rkH 
dndging him for nine months, and förti h?H cf B . ^ h'*" 

Babana pressed to be allowed to continue, but Kirti again asked 
for the money back and told Babaria to gct Se 4 ueira tcfringhta 

f r,oS;i eqU£,ra agi " ed ^ j tllrn approverj ör state vritness? 
ano co^perated ,n an attempted telephone enttapment of Kirti 

Ambam. Sequerra rang to ask Kirti if he wanted his Rs 300000 
tack. Kirti evaded a dear rely but . the police said it wRs clearlv 
stablished thät Kirti knpw ^nucirä ^iinv^ör ark; nU A n\ j 


established Hi 

the money had been paid to hin.. T : 

When the full implications of the plot berame apparent, the 
detective chief Inamdar briefed Bombay’s Police Commissioner, 
Vasant Saräf; In turn, Saraf took lnamdar and his case file up 

. äTx% • /► ‘••iKW'fr''‘'■••i ; '' ! « v {' ‘ h '<£ ‘p (m* *' fäfffiA' v /■.*-*, v. .■ •. - * , X - r < 

to Lhief Mmister Sharad Plawar, who cafefully re^ 
the evidence. Having onier^d tht spea^ protection for Wadia, 
he told the police to examine every finding with extreme care. 
Ön 3 I July, Pawar rang the pffice of Prime Minister Rajiv Gandhi 
in New Delhi, änd briefed the Secretary, B. G. 

Deshmukh. Pawar said arrests were imminent. Kirti Ämbani and 
Prince Babaria were picked up the following evening and charged. 
Pawar’s message'hadi raised the älarm bells in Gandhi’s office. 
b was clear the Bpinbay pölice were too far advanced for their 
investigations to be called off, Gandhi’s advisers turned their 
e fforts to damage control by getting the highly politidsed Central 
Bureau of Investigation (CBI) on to the case. 

Later reports said thät Pawar himself had suggested to 
Deshmukh then that, i B view of the 'political sensitivity and 
■nterstate' aspects of tlfe case, it should be taken over by the 

. mmmBimsrnä sü t - : 
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central governmeht Öther reports said that Rwar had succumH,j 
to strong pressure from Gandhi s ofiicc to make die renue t 
Rwar later inSisted it was his, ownsUggRtion, Even bpfore nT 
arrests, the Director of the CBI, Mohan Katre, had suddenl! 
arrived in Bombay on 1 August and startcd prcssing the S 
detectives for dctails of the case. Qn 4 August, the, centra 
govcrnment issued a notification transferring the case to the CBI 
1b the lcague of Ambani critics, this .meant the murder case 
was destined for the same proccss of Suppression by partisan 

investigation as the Gurumurihy allegations two years eariier An 
actiori ryas 

one ft°^ esso F Ramdas jGshoredas Amin f oppo^^^ to 

the CBI, and asking for measures to preveniviti evidence beinv 
interfered with or deliberately 'lost'. The High Court gave an 
interim stav Order änA nU^A ah : , -ac 


Office, backcd by hired senior advocatcs. The beuch of thrce 
judges decided on August 16 to modify the High Court ordef, 

- a nwina the- 


jvitn tne MH, put tne enier mvestigating otticer of the Bombay 
Police was to be associated with further investigation. ' M 

Davar of the Jridian JExpress, who later exposed a link between 
l^lReliabce äM the Bank of Baroda chairman (see Chapter 12) 

C found eviderice that tended to confirm ^pidons tliat C^ ^ 
^direotdr Mohan Katrewas indeed one of *Dhir^ 

DaVar had heärd that Katre’s only son ümesh Katre had soine 
sort of business reiationship with Reliance through a Company 
* cailed Saras Chemicals and Detergent:!; Ltd. Posing äs a small 
mdustrialist, JDavar placed an order for three tonnes of the 
detergent ingredient LAB. The transcripts of Davar’s telephpne 
conversations with Katre junior make it clear that he and Saras 
were commission agents for Reliance Chemical products, so dpsely 
related tp .Reliance that they were able to promise gate passes 

1 and receipts directly from Reliance to avoid extra sales tax for . 

. the purchasers. 

Davar found that the yöunger Katre was earning Rs 5.4 ■ 

• r‘i.'i’ c ‘ J''." 

Scanned by CamScanner 


_ 

I . MUR0 !*' meölbv io, 

loillion ayear frön» hls Rciiancc cm ,„ v ™ 

Lrtment in Bombay | ^ ggf Ä enot.gh to buy an 
[ h( -„ visitmg the aty, as well as a M»? y'Kt-lor 
L a ram hncmy in tndi«. M ^Ben z ||gM 

Lfhis »n S bnsiness attiyitfe 

l„dm Express : Is ,t possiblc-and tha, , COmmcn ted in 
that you, the only son, should sJddcnlv", di<ln h ° Useho1 ^- 
million a year and your fatf,er sh„,.u ^ s,art Jn akine Rj s 4 
iS the case in thls 4 S ? <mld «* know? 



Udll H ca tne responsibility. of mvts- 

>■ -.rv 1 ■ ne nas been usine 
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Hl very agency to hound-« conspiracy in whicK H implicatgd 
f s inio7exl-otive of the very busmess Ho^e Wrose mietest 
he has been hounding the intended victun of the conspiracy?' 

Whdia himself gave no sign of knomng anythmg about the 
conspiracy «mtii after Ute arrests on 1 August. When a repone, 
rang him for comment about ‘the case, V\hdia mxtially started 
talking about his Visa case. But wheri interviewed by the Bombay 
Police soon after, he certainly gave ciedence to the plot. ‘In the 

them have been certain iricidents in the 


V F 

J.fe 

f • 

b 


t 


sion in the iriinds of thöse who inanag^: Reliance 
I was associated arid involved in the preparätion of tfiöse articles 

against them. - .r ,.i • 

The articles had led to riumewus inq^ 
merit’s refiisalth letifeliahce turn to 

into convertibles, and; had been seen as the cause of Dhirubhai 

Ambani’s stroke. ')(■}' ' *, Ä-i'J ;, Vs; >£':,* . • 

‘It is thus apparent . . . that those who hold animus against 
me made one attempt after another. to harass nie and barnrimy 
business internst, * Whdia said ‘Despite all these efforts they v 5 
not sücceededdn destroying or harming, the busmess with >yliicn 
I*am involved and which is professiöriälly mariaged. .This co 
perhaps.have led to frustratiöri in the iriinds, of thö 5 e;wishing t0 
do me harm and inade them think of using other methpds,- ^ 

In a later amplijßcation to a CBI Superintendent in Dec^ f 

1 989 ULJ:. 'iL : iüL f i-xU « tx/i fHtfie 


Express as p friend of Ramnath Goerika, its owner: ^Mr GoehM 
and I bodht shared the sarrie perception that the Ambarus an 
RIL, their Company, had subverted -and mariipulated the govern 
ment, to such an extent that they were äbie to have their ^ 
\irtually every Held through assistance from the governmen 
being directed entirely in their favour This was possible as they 
had a laige riumber of powerful supporters both among the./, 
bufeaucrats arid politicians in Power . . . The Indian Express ^ x 

7 ' t:.". -w -Vv ' 




> 'I V 


'Mi,' ,,r 


Scanned by CamScanner 





i.f,' 


' Ui! 


'.'.'hs-i* 


of aitides exposed many 0 f th e 
favours that were granted out 0 f 


mmm 


doin 


197 
l ? s of WL and 


my 


t hc . . , , 6 ‘ lu, ^ 0 Ut of tlir« V • ' 6 S 01 HJL 

, pci;ltä0 n with the Indian Expns s * It I through 
„volved in some aspects of the publicaui Pf «*H*cUy 
als0 associated with Mr Gutumunhy °L these 
*e said arücles. , ^ who was the author of 

Mukesh Ambani, vvd\en i ntervi —, , , 

1990 , was at päitß to play down the nwl^ iRgV 1 ’ ^ 
,he effect of tlie ‘misrnformatirm' t? WIt > 1 Wadia, 


the effect of .the ‘misinformatkuf convX^l , Wadia - arid 
blame the Express artides for his faüJX r?JT*- 


did not 


i" >986, which he 

had come directly under Mukesh Ambknl but bti 

to spend large sums of money SÄ#»® 

mvolvemem uv a catse of this type, we came to know through Ws 
Arrest Mukesh said. In fact it is hard to believe that M «edel 
or need any retrogative [sic] step for our survival, as a few times 
back, we were supposed to be dose to power.’ > 

In the lirunediate aftermath of the anests, the response of 
Reliance had been to cast suspicion on -- a counter-coiispiracy 
against the Ambanis themselves and to play up the rivalry angle. 
As the case is subjudice, we have been advised not to comment 
on the charges levelled against [Kirti Ainbani],’ a Company press 
release said on 1 August. ‘But [we] would like to state that this 
appears to be a deliberate frame-up aimed at embarrassing and 
maligning our Organisation at a pöint of time when one of the 
group Companies is goirig in for the largest public issue in 
corporate history It is a matter of great regret that an innocent 
employee of the Company is being dragged irito such an unseemly- 
controversy resulting from business rivalry.’ . - 

Reliance e^ecutrves had spread the idea that the conspiracy 
had been cooked up by Wädia, Bawar and the Indian Express group 
with the simultaneous objectives of nobbling the debenture 
for the Reliance Fletrochemicals plant at Hazira, getting ^ 
°ut of his difficulties with visas and raw maten su „ „ v 
(for Chief Minister Bawar) striking a damaging 

SS hVeXTpUTed Wato-dG^urrhy- £ 
Thakkar-Natarajan inquiry Wo die Faufax ca 
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mentioned that Vafcil had also appeaM againsUWar in ^ 
rase ) Had they researdicd the backgropnd ofRabaria,th<r 0Ule r 




case ) Had they researdicd the background ofliabaria, ^ ® hp r 
■ also have pointed out bis dcscent front a long llnc pfrEgg* 

te*¥'An anonymous note was cmculated antpng press peJJ* 
Ahmedabad, allcging a history of mental illness in Kirti AnW 

i family. 14 

. Aga inst a general scepticism that murder was part ö f the 

4bani repertoire-and a belief that, if it had been, the plottino 
r would have been more competent—this frame-up theory 
pienty of takers. India for the 

cohspiracy behind the conspiracy Sharad Paiyar had been in a 
snueeze within the Maharashtra branch öEthe 


of the state 
before the 


betöre the arrests, Pawar had been ihaking byhictures tö 
Dhirutdiai. Ät the height of the crisis, Pawar managed to geLa 
call throügh to Öhirubhai just before midnight one eyenmg: The 
next JdayDhinabhai wal telling 





and calculated to uu.umi me 
: M *nistry spqkesman said. T 

continued to giv^ every appearance of ’ap; acjdY, e 
!n,T!S dt .!? n l lm . t . * fataI fe? ^ W§ intiPduced bythe PW 

tion case; The; bodvof eviderire amassed by th e 
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RDer Medley 

■cUHeged sequence of mcctm Es iw 
f u c transfcr of moncy to thc pw m WCCn C( >nspiraf 
te|c phonc «P»* at , late sta l gc *.m, and £ ^ 

■ö® 1 - t0 . ft lhc P ,ot f««her. Was Ä W>ani was h 

lot , or had Babma trappt him iru 0 io ms,i @>tor ofVhe 
HpTIiccwaaladditional evidencewasthecnnf • 
thc hit man who had turned government fCSS, ° n of S€ quHra 
testimony the plot looked highly intbmk Without his 

Babaria haidly convincing as a haid rm C f* 1 am ateur, ^vith 
Under Katre, lhc GBl arrested and ch^w ^ ünc] erworId. 
No- 3—a Step which invalidated hi, Se< * Ueira as Plotter 
Bombay Police and compietely destm^ ^ testimon y 'to the 
testifying in court to implicate^e ^e^ ^ ?ms ^ a of ^ 
After the initial appearanrp hf Vu- % 

1989, the case disappeared from Duhl' . and Babaria in August 
took over, both theSt^Sfed'S^K^ ^& 
Tnbani anaasged half 6f S1ö6m^' ««» 

Meters lill Sequeira al» eot S? 0th “ 

jmbay underworld. •Sf' < ack mto the 

Kirti Ambani ^transfeired fo an «bsa, re position in Reit- 
ice Industrie? and has nöt appeäted in the preksince. Babaria 
jntinued to live in the police barracks at Bhendi Bazar, but 
luld no longer travel to big-timeerigagements in Dubai because 
luthorities would not restore his passport He contiriued to scrape 
pgether a living by organising evenings of 'Bollywood’ musical 
Mts, ofteivto collect fijnds^:^ 'Vbung Sodal 

Sroup, of v/hicdi Babaria himself was President 
. A pampWet pioduced för one such everiing in 1996 said: 
iPrince Babaria; international figure 

for his connection with big indpstrialists and others, has gained 
1 lot of publicity in the press and TM locally and intemationally 
et Prince is “The Man of Music and Entertainment” and will 
Iways remain loyal to it.’ 

, In 1992, Babaria tested his renown by running as an inde¬ 
pendent candidate for the Kilbädevi constituency in the 
Maharashtra state assembly, büt failed to garner asignificant vote. 
Babaria says Dhirubhai donated Rs 2pO'0OÖ to his campaign 
ifunds. ' ‘ 

r 'T, . tm% V„„ been neither withdrawn nor pro- 

[-eS ^SmtTns in judidal ümbo. The bsddog of many 
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thousands of cascs in thc Indian court System iS a cditvcnW, 
place to bury potiticised scandals. Whethet th&0tt\ ÄrtifoJ 
episode was a minder conspiracy or a frame-up W#f4vet pü t ^ 
judicial test. ^ ‘ ft. 
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likc " M »Ayearning öf the cowterr! 

maidens for the fene youth Krishna. EvenLd ly , the £ 

laitdmass of India sends up a giant thermal, pulling in cloud-laden 

wmds from rar out uy^he Indian works hs 

way up the west coast and across into the Bay of Bengal the 

[ tarn front anxiously charted in the weather map S . But for 

Dhmibnai, the inonsoon of 1989 was less a relicf than a fore- 

nmner of the pqlitical;{äelugestö coihe. 

On 24 July the monsoon brought cloudbursts to the Western 
Ghats and Coastal hinterland of Bombay The valleys around 
A «^iganga becariie aiahnels^ ; the immense runoff; the new 
inaustnal Zone builtrigfit by a w&hsafc was soon under two 
me tres of watenA-TheRMiiance flood 

Walls, nor any flood insurance. Its much-inspected machinery was 
hnrnersed in mud and water for days. It was a disaster that 
threatened the very sol^ency of Dhirubltäi’s Company which had 
i ust stru ggled back to real profitability after three yeais of 
financial jugglcry. 

ft was a crisis that brbught back some of the old Ambam 
mti tecalling the fast assembly of the original 
P a nt. Mukesh Ambani oiice again assumed direct 1 J®. 
m- Under the direction of its engineers, Rel.ance brought 

. ■ ■ : • Vf/M () ■■ ■ ■ ■- iM. 
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an army of contract workers to disassciiible thc triachinefy c | ea 
and oil eacli part, and thcn.put!the whple thing.togethcr 


The plant was back in Operation afte* £rie mpnth^a :tr|ümph ^ 
Indian laboür4nt^sity undcr expert direction. But even thi 
brought its controversy: the Indian Express reported th.at Rel^ 
was sceking Rs 2.25 billion in concessional loans from the 
government financial institutioris, tö finance yet another covert 
expansion under the guise of refiabilitation. By September, the 

Syndicate Bank was öiganising an emergency consortium loan 0 f 

a more modest Rs 850 million. 

Another flood was undercutting the; Congress government V R 
Singh’s decision not tö form a new party but to t^y tö ünilv 


A month later. 


parties from Assam, Andhra frafeh^ 

National Front. llajiv neared the end of his fiye-yeär tefm, 
the National Front formed working relationships with the Left 

narties/anrl l#»cc >rtictir»rrKr .»ko. 




ic pa^ as xrie iNationai rront naa gainea 

; - Öut with suppoit from the BJP’s 8 6 meipbers 

and the Left s52, and! wftlt;Rajiy^relih<^ tö try 

Urform a government, the National Front was invited to do so. 
After five däys in which a leadership challenge froni the veteran 
janata Ieader .Chandrashekhar was difJhised, V R Singh was sworn 
| ■' f: m ^ prime minister. , • 

Th°ugh he could not avert the storm, Dhirübhäi had taken 

some Steps to p>rotect; hiin^elf Jn4J:Uly^VtKe; 
sharemarkets saw massive selling of Reliance shares by Investment 
comp^es controlled by nomresident Indians. They were getting 
- _ S; ac h into foreign currency non-resident accounts, * 

a §t L P re P a triation and a protection agäinstboth 

D~ii_ mar ket fall and a currency cöllaDse. If these wem 
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v ?e ^ seil and the othcr 16 takc del/L™ ' ^ of ^chancc, 


to seu tUlv * .othcr tö| takc delivery 

a «nmd prccaution: over the two m6mh 
1 the Rchancc share price lost ä third nf jf,, , t0 " c 

in the ovcräll :S ha«m at ket. All 

gmm &t££’^ ted 

^nU) *? pÄ^ÄipsaÄÄ 

f P P«>P °P W^äm pn^s „ow.h e ld back, anticipating &£& 
Kemment The Investors who had converted their G Series 
Kbentures at Rs 72.5 now had a stock worth Rs 70. With some 
«|ee, the Indian Express reported that Reliancc, ‘who straddled the 

ö . *„i orpna. IlKP a ; mrficcfic s~> 


*1 •' •• /,'Jv \ . .. **. . - 

The new govemment saw. all of Dhirubhai’s old opponents ~ 
back in power. Singh brought bäck the formet Revenue Secretary, 
Vinod Fände, Irom ruraJ affairs to be hisnewGabinet Secretary 
The former EpforegpenfPMt ; ön the 
prime minister’s Staff as a special officer. The new finance 
minister was the p^ponent pt püblic’ se<^ Madhü 

nonHflvate. whö häd also been aj leadinp critic of the Ambäni 


Those seeri as 

i ne new saw as 

Dhirubhai s prptectprs in the yRpance; rylinist^^mduding the 
Finance Secretary S: 

Nitish Sen Giipta, and the Chairman of the Central Board of 
Direct was 

retired and the agency set to worb on tracking the Bofors and 

_ iL "T. i inrlbr th^ hrpvtni iq arivpmmPriL 


The Unit Inist •öifjh^fff^^ 

Bank of Baroda’s chairman. Pfemjit Singh, were shifted early in 

' i990 - ' ^ % 

The various cases against Rcliance were revived. On 12 

Üecember, the Central Board of Bxcise and Customs through hs 
m ember K. R Anand issued a fresh Order accusing the Bombay 

Collector of Customs, K. Viswanathan. of 'mconsistent « aso "'3 

«<• grave’ errors of judgement in his dedsion to 
rllicrtly imported four spinning lines, and dese 

Ü i i ; ' ■ 
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action’ Viswanathan was transferred öri 2 January 199 g ^ 
new Collector in Bombay, A. M. Sinha, took the case un J 


before the Customs, Hxcise and Gold Appellate Iribunal earlf^ 
Fcbruary This time the formet Additional SolicitobGcneral p 
Ramaswamy who had tried to näil Wadia 11 t the ^ a i^ 
Natarajan inquiry, was back in private praetice (while a 
who had appeared for the Indian Express, Arun Jaitley Was 
in Ramaswamy s old roIe). Ramaswamy now pleadedfor Reliance 
seeking a delay in the customs appeal because it was personallv 
inconvenient’ for hiiri to appearbefore tbe summer yacatiön, and 
claimed that as one member of the tribunal had been his iunior 


the. pressure for 
avainst Reliance. 

Another.minor customs scandal was later uneärthed. Iiivesti- 
gators in the Central Customs and Excise BoaLrd Jfound that in 
November 1982, wheri Reliancewas assessedi:äs ; ^öwmgdRs 312:8 
million in dutyand a court action fjaclfaÜed; 
of Customs in Bombay, B. V Kumar, had allOwed the Company 
to pay in 13 8 instalments over the next two years, resulting in 
an irnplicit internst cost tbjthe gowefaun^ 



i 


day^?nk)ticep,^d;^k detailed 
notes on machinery in the new purified teräphthaiie add piant 
On 11 May it issued a new shdw-cause notice of some l 70 pages, 
sUeging that Reliance had imported a PTA plant with a capacity 

of 190 000 tonlos, ^gainst its W «»ft 

a /cf^ e Captive P arj «ylene plant, dedared to have a capacity 
°t 51 000 tonn«, could actually tum out aboüt 400 000 tonneS 
a year, accotding to the Customs evaluation. The under-dedart- 
Uon at the time of import was put at Rs 1.74 billion, and the 
duty eyaded over Rs 2 billion. The response fron» R diance 
spokesmen was Üiat the chaiges. were part of the same vende^ 
prpmoted by Nusli Whdia. fhe machinery was all covere^ 
hcences, and the exeess capacity was authorised undet the g 0 .. > 

erriment s re-endorsement’ scheme.? n 

1990, the new. govemment had als? . e 
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ljsillg the tariff protection giyen to Rcliancc Off; i , , 

' Ministnes of Finance, Textiles, and PfcirocIVcmlr -./T ? from 

&W the “Ä duti ' S M j$S» '& mui'theJ ' XCn 

Zu . eierv to sharp eutS. Accörding to thc press rZ 


SCI 

|he 
Itu 
ith 


mpuuj, 


icnt saw lower mhffs as thesimplest way to cuuSi'an« 
fown to Ä* »- could bC carned out almost insiantlywith“^ 

Lucs of legal appeal, and wotdd be politically saleab.e £s 
ove to cut cloth prices.s On 25 Fcbmary. the government 
nfoaed a 25 per Cent cut in thc price of PTA. 

But it was in the new corporate alliancc with Larsen & Toubro 
lat the Singh goverrunent managed to hit Dhimbhai the hariest. 
thc financial institntions, wliiolt still had a conibineti 37 percent 
-tolding as against the Ambanis' 20 per cent, were instructed to 
[remove Dhirubhai from the firm's chairmanship.In early April J 
TI990 the Life Insurance -Gorjp<^ towaids * 

Jcalling an extraordinary general meeting öf sharehplders to have 
all the Reiiancenoimnees removed from the boarcl.On 19 April, 
[Dhirubhai bowed to; the pressure and jesig^ed on condition that 
the three other Reiiance ^ on ^e board. A career 

[manaeer with vaiiou$i 

[Ghosh, repläceia him äs chairma^ to 

n _which the 


opportune U limit 

■ Rs 170 million profit: Tire; ^cpnd pf l’bffltoi-Ähat only to 
on suppiier’s credit to Reliance to ^ . |||| proceeds 

cover work being done by Tarsen cessfu ]ly floated in / 

of the Rs 8.2 billion debenture IS3U ^ ^ , S ^ expa nsion 

October 1989, were diverted to Larsen &Toubro s own exp 


„ yil£X* ücUJ. ,„•,:_ 

huge gap in his finandng for his gas crac 1 ^-» -yflion to about Rs 
costs had escalated from the original es . _ _ ta iking about 

8.46 billion. The Indian finanaal^insütuti^^ ^ up h ,s 

bridgihg finance, but insisting that _ ^ lan d transferred 

[ technital agreements for the plant ^ ^ huI n m ing and 

f rom the Gujarat sute government- . ey^ fl6od dean-up • 

^wing about ^ ^‘ SS sham price sank even o 
^pairs at Patalganga. The Re » 1 

' ‘ ' ■ ‘ ,/ -? y /\ , /.• v v< ■ ' 
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to leveis not scen since the CompanyV early- days, hitting Ä 
of Rs 50 in March. ' V ' V; " 


v', c 

• mV 




, . Dhirubhai’s new newspaper, kunched as ^Ubserver of 
" ms and Politik in December 1989, was not tht influentfal 
. that his son Anil and sorirjn-law Raj Salgaocar/ had expected 
Dhirubhai had takeri more direct control himself, as it becarne 
dear that the new government was going onto the attack against 
Reiiance. He began to have suspidöns 'about tlie paper s. editor, 
Prem Shankar Jha, who hädbeen feeping'^ 

Tethmalani, daughtg of Dhirubhai’s old legal and. politicai foe 
Rain Jethmalaiii.'3vo trüsted jöumaiists; R. K. Misfe andB.S. 
Unniyal, w£re : 'appoiitted as deputies, Jha himself had been 
apprbäched by V R Singh in F^bruaiy 1^90 to becoke tlid 


ma wamea umruuiki uica aumt 

were also dose to quitting. But withm two weeks, Jha himself 
had deaded tblquit arid töld T)h^ 

Office. ‘It was the only time I have evfr seen him silenced/ Jha 

remembers. 5 . , :7’ ' \ ' ^7 - - ' V < "-u' 

The mood ät Rdiance becarne ever more defensive. For the 

public 


of the Company was gyeädy expanded; with the I ^ c ^j!2S ri 
skiUed publicity inanagers in both Bombay and New De >• 

In the Capital, 


**lf ;WUU>iuC. 7/ y.*»*»*, ■ 7 •: , . nT for 

bring down the Janata government,. he waS now proDing 
weafcnesses^ atnd susceptibilities, Briih Dhirubhai and • 

in the V E Singh government saiy it as a desperate fight;. to 
death. ‘There was hard^.a day wjhen we did not spend seV ^ , 
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Ine Kt ' ll '‘ >T Rcliancc cxcc »tiVr, nbout 199o ’A i 

his office therc vvcre pcoplc wl.„ spem „ 1s,, Ppose ihm 
Lv to Jo the samc to us.’« P s mü «h time plottlnp 

| n„-govcinnicnt vyas.soon fallim. anart K. • . 

SW"'* l1c ' n,ty >’™ C c' iWster ' ^Lai halT! I’, irt any cast ' 

nouoccJ a wntc-off by the naUonallscd bankst? m atera "y a "- 

L 0 farmers, a Step that eroded the caoital h S 0t , C ‘ r smal1 loar >s 
U ^ *>«’ *£ in Charge of Haryana -T* * 

embarrassraent. Thus compromised bv his JL P a g 3 thu ® ish 
minister had tried to pick up the economic liK the primc 

begun under Rajiv Gandhi in 1985 thronet. b j rallsation he had 
govemment’s Investment priorities in »k a . rastlc shift in the 
Ug in Aprii 19m M ^ 

scctor industry to agricultüie and rural H* i S ■ ^ fr ° m P ubl,c ‘ 

grov.th and employment response was gmäS" Commf ** 
private Investment, domestic and foreim, ' Controls « 

System would be simplificd aidT’, ^ 

greater compliance, ' ** *** taX WeS -ased to^ 

: To help win Support for teforms from the many defenders of 
staterdirected mdustrial Investment in the govemmem. the ccm 
nonuc adviscr m the prime ministers office. Montek Sinvh 
Ahluwaha, crrculated a päper at Singhs requestin June which 
pointed out that India’s rising domestic fiscal deficits and 
• mereased dependetice ön foreign borröwings were täking it 
towards an extemal payments crisis. Irtdiä needed shafp remediäl 
meMüres-^|\cljidnvg ciits in a rupee deval- 

uation, and recöurse to restrücturing loans from the International 

Monetary Fund the Wdrfd Bank. 

The debate Was ä political free-kick for the ‘bull elephant who 
a d been pushe'd out of thp herd, Chandrashekhar’, 7 who still 
, ought he was the rightful leader of jfänatä Dal. A former ‘^foung 
of the Congress Part^who jiad made his exit many years 
~ öre ^ingh, Chandrashekhar was the ultimate Indian politico. 

m a similar upper-caste bäckgroünd to Singh’s, but from the 
^fia-ridden cöal-mining district of Dhanbad in Bihar, 
a ndrashekhar was a man of deals and electoral trade-offs behind 
a conventional mantle of Nehtuvian socialism. With gusto, he 
jjjtacked the propösals of Sirigh and Ähluwalia as a sell-out of 
e ru s heritage and the enslavemcnt. of India to foreign Capital. 
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Singh backcd down and the «csulting stalerfiept of po ] icv a a 
nöthine to slow India’s. drift doser io inaolvcncy y ». • 

SI5: In early August, the priine minister flnally steelcd liimself 
sack his deputy Devi Lai. Uten, in the pivotal dedsioft 0 f KL 

prime ministership, Singh abrupUy annpunced that, with i mm . 

diatc effcct, 27 per Cent of jobs and places in the central 
govemment, public-scctor enttrprises, and Colleges would be 
rcscrved for candidätes from the 'backward classes' (comprisin-' 
mostly members of the Hindu lower castes). This fulfilfed an 
election promise by the Janata Dal tQ impIemen 
missiöned bv the previous Janatö ßovemmeht in l974 . 



mji viojence brofce out bedien 

Sr.armp.H h\r P^mSlr 
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„ n( * had not prepared Indl« f„ r |,i s new Mmt i 
‘' to josdfy H afterwards. He IciokeU tehvott n !*i - ,u 

fji'f, |,|oodshed in Üic stet«. Hi? tlming lo!aLi !il"' iffcren! 
to ibc , t0 stcal Dcvi Lal-s thundei Manv „f l° p P? nunis <*. 

,vc« themselvcs of up pe ^ a I 
fei and took strongl^ Partisan attitudes s back ‘ 

C Mandat teservatÄ and the wideninggu/with theBlÄ 
■Sj, on opppsmg «des to key f tgurcs j n his ^ ' ^P 1 “ 

tL* Gunnmnthy had become a close adviser to Iti 



Wdb --, • * . 

f a decade br more. Aides HM Vinod Pände, who pressed V P. 
Smgh to make a concerted effprt to expose and tarne ReUance 
he had the Chance, found the prime m m>ster absuacted 



nine-month 

ofRs 793.7 million was re P 0 ^ e d' ^ v ^ dit0 ri.un for his »nual 
convened shareholders at a Bomb £ , 1989-90 (Apnl-Ma^* 1 ] 

meeting. The profit for the 12 montlis otivo ^ 

was Rs 905 rtoliion, a drop of for M ^d 

tos, butdüe to ^ _ 

damacTP o* PofolfiranorA. • nirtUrCS 3f$ 
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h\. I 


for the first time, he faccd hostile intcrjcctors and heek). 
Shareliolders coinplaining about the rcccfif lac(< of lK)nus sha^ 
issuesi and shouting charges of financial wrongdoing WJ? 
management, pressed towards the podium, whicl,, was soon fi.« 
of securiiy guanis ringing the ; dircctors. The pandemonium foite^ 

an adjöurntnent. 


<Ul ÄUjy~ -i 4 ( . ( v.v-"v^ \ », , 

In September, as itbecame more obvipii? that Singh >yas losin 




Support 


within Jartata pal, and making overture^ Gandhi 

Congress Party By early Ortobei; nearly 3Q of the party’$ A^ 
werc listed as disaffected in newspa^er reports, Ön 23 potober 

leade r 

Advarii’s owri march pp ; Äy^ 

Avitbdiew v suppprt from ^ Singles 

tinued tÖ «<*nd thnusflnds of dpvotfv»« , inir» itänrJliinrZ. • 


fftitn 


rcvplt 


over 30 Öctober-2 November in a suiddal assatüf aeainst ÜHa? 
Pradesn armed Dolice oraered to defe.nn the fno«oii^ lw «tate’s 


Janata C>al chief minister; ^ulayarrv V 
WKile all this ; y(as happening, Oiandi-ashekhar- andRajiv 

Singh Dhirubhai was among four leadmg industrialists ydio 
finariced their campaign, in whieh the going räterfor a defection 
was said tp . be fo ^ 7 IS^ 

MPs, pr about one-third of its p'afliament^y me^ 

against the.^government. After a day of stormy debate, Singh 


was swöm in as 

• 1 vV. v* ' 1 


head of a minority government suppprted ; foom the outside by 

Phntmsce Dali nn />a aUnww. +1.«:-. 'U: ;_ 



. ... . 

Flrst ha lf results shovved that Reliance was on the way to 

.■ ' ■:. • M"■;/ / ■ /• ^ . 1 •" ). , ',v':' ;■ ,■ \ 

■ V, • ■ ' . " /: . ■! \ ; 

MH 
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Iplacing Tat» !«>■» and Steel as India', m6 , t Dmfi , ., 

; 1990-9 L Io Help build its new gas Ä t0m P a ny 
E intim"' the growth, Reliancc was now nmno.^'’ which *«*1 
K ratsing Hs 4.56 bittiott in 

1.14 bilHon in nonconvertibles. This would repÄ" ** 
jupnlicr's credit from Larsen & Toubto. ^ “ the lost 
fhe new prime minister, Ghabdrashekhat h a ,t „«• j 
, n ed chalice, however. By allowing the'Ram a». ?. lne ^" a Wt- 
I token work on their new temple at Ayod^a^put off'lr’ 

iolence gradually tapered off. But the postponement of the 
economic retomis he had so opportunisticaliy engineered in 
mid-year now reboünded againsthim.TheNew^rk credit rating 
Sagendes had lowered their rating;^ in 

[August. Iraq’^iiwasioh of: Ku^it;^\ai^ 
iinport bill s whüe some three 'minion lndi^ häd to be 

evacuated firom the Golf ;a£gov&hnv^ * 

tance incomewas then lös^ the IMF fbr 

I an emergency Idan in Octobec ln Decembei, Ghandrashekhär 
§ took up the request and gained US$ l;8 billioh in emergehty 
credit, ba chnditio^ took steps to cut its defitit 

and deregujatethe econdpiy: 

äian^rashel^iar swado^d the medk^^ woüld 

eiislave India; HiS 

f, ingup a büdget for 1991-92 (April-Marcb) which had to in^hide 
cuts in consumer subsidies and reduced püblic-sector investment. 

Rajiv by thehwas dlärrrtedi hpth % the ippearance of Com- 

petence 'Chandrasbekhar was shöwing anA at.being seen support- 

% unpopulär measures. He feared Chandras e ar vv ”*'. . 

■ 4 poÜücal. credit thatwas g||§?gj paim off the blame on 

Powet At the end ofPebruary 1991, .Rapyfortep { diice a 

t0 P°stpone the budget for three mon * a djtistments. 

temporary finance biU which made only : «.cign The Ptfesl* 

Oh,6 filareh,; Rajiv fqrced:^ 

^ntappointed Chandrashekhar as caietake p , 

set fresh national elections. for late , rvfF to stall äny 

The deferment of the W 
Mier extemal fmandng untii aftcr üre elecüon 

■ • ! . -' W ' ' ‘ 

Scanned by CamScanner 





212 THk POLYESTER FRINCE 

B . ■ ' j 


' ,0 b A^-:O y.$. ,.y 

. V." ■ • ■■ < 1 



-with• tltc'Indian.banks, a ciipltal flight (hat w* 
to take out )i billion dötiwts by June With iorcigt^ jrt^rves belfT 
ü5$i ibillipnv less tlran two week's impprt coVcr; thc ca^takT 
go^ernmeut authorised tife feervtf • Indiji' to app j r 

emeigency meas>ires, .Virtual.^ hald n ! 

imports and sharply raising intercst ratfes to amuhd 20 per cent 
The 

Nteanwhiie, the imtial optlxxiism about Reliänce's piospccts 


economic ahdi •sea^täiy 


^ made Governor of the Reserye Bank of 

FVad^-äöid.-i.örve : 'dinlon^tirvTsifrbr 1 r: 


^ L/UCiÄ liLtllAAvCt Lv vi Cl.l.i3tt' Äl. Wdij A Jl Ijl*?> 1 I tTjC'Ajf T |I I lt"110*41 J< /Ti r-*' 1 

'the 

- -'‘inec^Ünit of India äaiimani- Manohar PherWani, as the 
^ m anaging director of the central bank’s housing. 


ney^ debenture issues ?^ sw | vvea^^^^ die 

market; though ostCnsibly delays in approvals were dted. VVfth 
cost ovemms 

fc ^ teaötei; it 

,° r j ^ * n 'h? loss, Larsen- & Töubro’s chairman, 0. N- 

Ohpshaiad siaxted »henwyear by wHting to Dhirubhai pointing 

out that.Reliance was late m päying Rs 1 biUion on bills for wbrk 
one by Larsen & Toubro Mukesh Ambani lamely ieplied Jieaity 
a month later;& Toubro its'df was behihd 

v^V;;. ’■ / ,• 

On 15 February, Ghosh had resigned at thc rcquest of the ; j 
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I ; f Pout «cal- ne,. UGE £ 

. r ni" cllt - But the rcs «)tihg «proar i n ,|. „ 

, f; thc . h ^dlinc ‘L 

' in’J'a‘1 causcd the financial iimtitütitms in i ,n< * cr . hijacfe 
%,m «• W 1 ** 1 Bifoie Rclianc c ;' 7 * ^ 

|U lusiMfion, thc govemment had fallen ik d ovcrcon >« 

f^mc -mder the nd« %mihg ' 

Kä ' ' Plum had ^Ved jüst out 

° , handtashekhar and his. ministem haH 1 ' : ' 

diente in any case. The Reliahcc Political 
teed ennsvant demands for cash to keen thnT... ‘ . Dclhl 


while the economy slovved down, the politicians fanned out 
for an election held, unusually in the hottest mpnths of the year. 

The resuits from the first of three days of votihg; on 20 May 
showed that Rajiv Gandhi wouid not have ächieved the same. 
comeback as his mother had done in 1980. jCongress, wöuld have 
slB back even further from the 1^89 resült pfU92 seats, to 
perhaps 160 seats out of 544 in parliapaent’srlower hoüse: It 
wouid still have been the biggest party and Rajiv ttould have 
tned tö govern with the suppdit of smaller parties while an 
enhanced B}P waited to topple him. ,3 | V 

But that was not to be. On 21 May 1991, as Rajiv campaigned v 
ln Nädu for „fhe ^ next;>)rO]Und:: ;: -öf:-yQtdrtg';'’^ by a- 

suicride bomber. Thal a^ated a sympätby waye in die later; stages 
at 8 ave Congress an iriefeased tally of 226 seats, and Rajiv left 
a w cll-planned strategy for economic reform that applied the 
me asures advocated siirce 199(X ; , ■ 

Whether Rajiv might have changed .his Business friends yet 
a S a in is something that will never be kn6wn.,.The Böfors scandal 
still very much alive, and he wouid have spent his second ; 






i '■ I 
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lid 011 it. But a ; tantalising indicatlori th» , 

« • •_ j nf nhirithtiiiimrnA« lirnm lL _ ^ 



Ubb ■ Oll. H v , . 

--- V-ic-' 

Rajiv explained that önce the Thaki^-Natärajan inquiiy was 
appointed hewas committed to a course of action. He also 
reminded Wadiä about the 'detective' asking qüeStiöns in Swit- 
zerland; V^wiiä Döihted oüt that this wa.<; nart of the whole 


i ! * i/ r w awccu» were sent in > as^ tne rr: - 

on m,o *e small hours. A%dia must have abaridoned plan» g 
*£ 3 ho ‘ el nwm - Rnally the napping aides iii «he haüwajr ^ 
lh ^“"Z 1 ?' U Was about 5.30 and the Bist light was com«« 

n ' em * rees and boiigairiviileaWthe gatdä>- 

and Wadia came out into the potti«> and stood waiting 

* *J V ".‘! vas rouSed - Befle Wadia MÄ® gW »to h» 
eat^he and-iRajiv shook hands. It was evident thät they P** 1 
as fnends once again. . ' 

i 0 * ' • ■ v'. ; >; : 0ß v j ',;-y, , 

■ 'V. .fr^-'-V-v ’• v /■ 
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* • v* 1 ■ r ■ , ■ ... 

, - • - . • , 

, n t straigbt to thc airport and took an early morning 
(0 ^ombay- TUat evening he flew out of Bombay to 
,. was still abroad threc weeks later when he heard that 

iU-.^^na.^matcd. ’ ■ - > / 
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A fter.the shock of Rajiv Gandhis|W 
XJLchose an elder asits newleader RV Narasimha Rao had 
been in the top circles of power formuc^^ in 

politics. He had handled the Ministries oF Home Affairs and 
Extemal Affairs witii great skill under Indira and; RajiY and his 
inteliigence and erudition (in nine Asiari and European languages) 
were undoiibted. But after an undistinguishdd'7 Stint ^ 
minister in his home state of Andhra Pradesh had been judged 
lacking ip the Charisma neededfor theprirne ministership. In 
1991 he was already 70 and was preparing to retire from 
parliament when the party installed him as a stopgap chief. 

But those who expected an early leadership fight within 
Congress or an early return to the polls had redconed without 
Narasimha Rao's rejuvenated taste for power or his gift for 
intrigue, which was Kautilya (the 

tavelli) applied in a modern setting17 virom-; ■ feis'7 'i*un<MnN3^ 
P a diament, Narasimha Rao steadily built up a 

and m^n ^ Gering defectors froni Opposition parties, 

d Fo ?“ gC r f to ^ out hi s full five-year tJT 

Political «mb’Sinnd^,f h lC f‘i Narasi,nha ^ . 

t “old be introduced W^ d *.? e; economic refonM 

the adace tha. 7 ^ ' d,a m 199 1 and 1992 illustrated perfectty 
out, Narasimha Ra,,^ 1 '“ ,? >akc S 00 * 1 policies’. H) carry the» 
~vern m em^co n n^?.?x talled as «nance minister the catter 

•eaudratic pinnades of I ^* ? ’ 0han Si "gh. -who had reached 

p CS - °f the ministrv as Rnarice Secretary a* 1 ® 



VW 


ministry as Rnaitce Secretaxy- 
216 ' 
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,., n tral barfc govetnor tu thc 19 8 Q S -W ,, 

K Singh had spent much öf ^ s jf^'dge-edu- 

•«"‘„uitheedificehclpmg to 

^11 nuiWng * 

iS-*». 



W > W92 Budget speech. 'In«a a< ? .Jj u5 „y has also 

** foreign Investors on to dwn WW ^ B ra n 

■ ■ ■ : , rata&to ■ ■ ■ i • ä *m 
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with foreign P c *1«, 


, AI , " . 


both compete 

■ Sl - . 4 of how helpful thc. nc^ göyemmcnt would l 

M ** thnn a month lato On.-26 J uly ^ 

to Rel,a " ce bsidiary Trishna Itivestmerits had usdd its 
wmp , 3ny h £tai»» & Toub.o-.hen about 18 per £ 
tial S ’fterit had returned Üie 7 per cent stäke acquired througtj 
S of Bamda Fiscal .0 quell criücism in 1989-to requisi ä<m 
an cxttaonlinary general meetmg of sharcholderea month latet 
m ceting was to vote on (wo moüons: that Mukesh Amba* 
made the company’s managing dircetor, and that Dhirubhai 

reiriducted to the board, ; r 4 ,. u-c tu ' ' * 
The prize was another shot at the blue-ch.p s cash. The funds 

n t 1 L'1 OOQ rJafusirifiirP 1CC1IA KaifJ IhAf. IfAf KaaI 


deploved. because ot a cour. aeuuu a».„ “*“■/ «** tu get 

Government clearance l'or a .hange trom the ongmally proposed 
use. Dhinibhai was still desperately slw>rt;of fünding t«:conq)Iete 
the petrochemical complex at Hazira and moveon to the new 
Pas cracker. The financial institutions were. frowning on a revival 
6f the supplier’s credit plans, and in May J99I Dhirubhai had 
iet it be. 
debenture 
still not gone}, 
dangHng for the taking. 



and Satish Sharma. But Narasitrtha Rao v/as too c^utious and in 
töo precanpas a political position to give direct favours; and the 
Finance Minislry npw had the strict Manmohan Singh in charge. 

In a driye rcminiscrent of his old 4-ebehture piaeement cam* 
patgns, phirubhai began canvassing Larsen & Tbubro ^harehola* 
fH t0 $ÜijS proxies to vote at the ipsfcttoig. 

fSg&gg m 1988 had given Reliance two vital footholdi. which 

■ ; y'xi '/•',/« 

■■ ' 1 -- '"r •' ' 

* '• r , V. ■ ( ■!, 1 , . •/. . •• V , y) V. 

• /•'.v,v-7^-v (' t. ' 
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Toobro’s secretary, and' RpHance Con>»iili-,n„. c . 

niade thc Company’s Share rcgistry Innhr,-m S " vices ha «l been 
U meant «hat Reliancc hadl«, 

the shareholders. Over thc month before thc lOW d '* ails rtf 
on Mortday, 26 August, about 200 agents for UM m , min S 
son ,c .07 000 proxies. By the wectend £ £"SS C °"«' d 
Dhirubhai and his team vrere convinced thpv mee,ln g. 

Ibubro in the bag and were alreadTceieh^ t VT" & 
rcsigued as execuüvc dircaor of Reliance, readyt ÄWeS 
viccchairmaa and managmg d.tcctor of LarsenV Toubro 
be renewed takeover attempt was a trumpet call ? to thc 
Anton f ^Wearliet 1 ^t%äd EcpressVtZi 

Wadia and Ram Jcthmahm all made frantic attempts to convince 
mmisters and offic.als that it would be improper to let this 
corporate jewel fall to thie Ambänis. 

A new press war broke-out, with each side going to the extent ’ 
of questiomng the öther’s patriötism. ln the the BomW 
publisher R. V Plaiicüt pointed 'out that Latsen ScThüBro carried 
out vital defence wörk, seeming to that the ^ 

could not be trusted with naüonal secret?. lötiihi^ Öbserver 
of Business and Mitic* recalled that Waciiä \vä^ the grandson of 
Jinnah, founder of Pakistan. - 

Until the last minute/the göverhmefit was disihclined to gjve 
any particular Instruction tö the financial institutiöns on how to 
vote their huge sharehöldings. Jethmalani häd failed to get a court 
injunction halting the meeting, and was to fäil again at an 
applicatiön tö a jüdge at his residente bn ^ moming. 

However the Ambani critics had been collecting testimony 
from some Larseh & Toubro sharÄ had 

been taken as proxies by Tnshfiä withöut their consent. By the 
end of the last week, they were äile^ng forgery of proxies on a 
massive scale (ä formal legakcomplaint, ßled in September at a 

Bombay magistrate’s court by bhe Madaäi Gopal Jajöo was to 

allege that about 84 000 of the 107000 proxies were forged). 
Wadia contacted the then Janata Dal töP Gf ^ ™ a " dc * °" 

the Saturday afternoori, and got him *9 1 ®adiourned. 
about the alleged forgeries in parliament jus e o ^ several 

Tbe Opponent« of the takeover managed toget thrc^gh^sCTcrm 

messages to Narasimha Rao’s senior staf, w PP. - t0 

• by the warnings that the government could be seen as party 


' - ,' ”7 . ;■» * * ' i . 
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a foigery in a case that might be hcading tb court. The prcssüw 
/ ' m»rkcd. The Cabinet Secrctary camc back with the response that 
the institutions would mainbin the Status quo at Tarsen 
Toubro. • 

It was then a matter of secing that the Instruction got thtough 
to the institutions in time. On Sunday morning calls tö the 
chaii-man of the Life Insurance Corporation found Ite 
nothing about the decision. The cibinet office was then prömpted 
and it assigned’ an officer to the Job in a special ‘contipl room’ 
to circulate the decision to the chairmen of the institütiotis. At 
8.30 on the Monday moming, ttyo hoürs beföre the meeting, the 
LIC chairman spoke to Mukesh Ambani and told Kim as gently 
as possible that unless the mptiöris 
tions wouldvote againstthem: 

Shareholders were; already; paäking ihto the <; 

Auditorium, dose : , to Thedowntown Churchgate- ^ürhah ':raü f ; 
terrnihu^ ff Jras ^ meeting The Larsen & 

Toubro directors, iriciud^ 

on the podiiim,; and • p^demönmm /erüfjted^ :\Unäwaie''. of the 
^ decision, ägitated sharehdidefs; mshedv-the m 
phones set üp in the aisles and fired off volleys, of questipns and 
accusations. There was cheering and jeerihgby^riv^ betibh^ TÄe 
directors were shouted down as they tried to spealt Eventüally 
thev eave uD and retr^nt^A 


- i,au ^ U,i «cu wnax ne later toia ciöse contiqants . was 
is greatest defeat The government institutions went on to 
appomt a seasoned larseh & Toubro executive as . the new 
T Tman - A ^preme Court ruling in May 1992 cldated the way 

The an** A^f ^ ^ er Company’s original entry level. . 

Bömba ^ Y.* P5 ox * es was hever fully investigäted* 


i 


Rehap the feilure waSlTot^ffi^ÄrthatyniM. . j 

Iftn _ an r? ° r ^ n dtän business, The government vcoüld nb *. 

g so Q v,ous ly play favourites if it wanted to entice foreigu - 


i f 


' fffix ' f ; • 


•M • f;w 


Yhl" t. 
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generals, Chiifese fboples Li . , „— ^ stA • 

dynastics ncwly listcd ön new stock exchänges. India tvas a d 
by comparison. Soon research rcports werepilingup, poiritln 
India’s laigc middle dass and its 

soundness of its British-style legal apd corporateinstitutions ?i! C 
skill of its top administrators aiid managers, and the täitoT 
säfcty valves in its hut I P 0 N 

Even 





to invest from mid-1992, the Indian shareipatkets had eii 

a spectacular boom arid aa^h oh the euphoria gerierated by ^ 
reformS. The unprecedented bull run in Bombay saw the market’ 6 
Capital isation (the total vajue of shares iri the öOOOVlisted cftm S 

nanipcV riep frnm Rc 7*5^ Killmn in Mirrk l QQ I j Y _ 


Huuuaitv suucctc, vviui uacicst TdicS arounuMU/Dtr fpnt 
as part of its attaCkon the extemal payments crisis. Theri it was 
discovered that bank reserves were-being tiüd^.mt^,spöcuiative 
cash. To help finance the huge government deficit, commendal 
bariks were obliged at that time to keep a total 54.5 per cent of 
their deposits in government Securities and cash. To make more 
Profit from this compulsory investment, the banks tiaded and 
swapped their holdirigs of bonds issued by, the treasury or •• 
government corporations in search of higher yields. Changes in 
interest rates would raise or lower the market value of bonds 
carrying rates fixed al earlier times. The deregulation of interest 
rat ^ ön bonds early in 1991 allowed public-sector entetprises to A 
offer much higher rates. on new issues, so the nta^ket value pf 
their existing bonds feil shaiply /. y 

At the end of 1991, banks were more keenly träding their 
Securities in search, of higher yields. Banks wem the orily parties 
author\sed by the Reserve Bank of India to trade in $1#’ 



- ' f ' Um 


ves astrusted middlemen for particular bank treasury depart- 
men s. e RBI was ill-eqüipped to control this growing market. 

. Register of who owned which gilts at anv time was throug 
handwritten entries in Dickensian ledger books at its oldbuildintf 
m ombay, and new pwrieyship notes were pösted öulto ban* 5 - 
To speed up their transactions, the banks and brokers developed 
: • •• ■' ^ ‘ : - ' >\ \ • ; ; • •' 
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ugh the usc of chits callcd “Ukcrts S aegh 

«* simply cerüficate issued by the banb th ? ,° r BRs *5* 
that they owned the ^itfeÄgisold H ind *»th>g 
At the end of Apnl 1992, it thal ' ' 

gRs wen: not backed by Securities at all Arid. kl man y of the 
lern a young Gujarati named Harshad Mehulho^' ^ 
•he sobriquet the Big BulP fro m hl who ha d eamed 

. —~ kori Ko<m '.«'./•".l aggressive sharetnärket 


[i t ° ' «y^*‘win-;b5ihk" to bänlc • sa**. ä • 

he *ownaecounts. Whde on such unauthorised lotSS&j 

’ a£ P ut ^ tBe s laremar P £ t. An article in The Tma of Mia 
young busmess^ortCR Sucheu, t 

;too on 23 Apnl. Several TnHiar» u , 


their 
\vere 

by a 

to a stop 

short of some ,M§|p^^|u (( _ ___ _ ^ 

The sharemarket collapsed, inquiries and prosemübmläunched 
and the new Securities add E*diän^|qard of fndiä (SEBlj had 
a perfect excuse bringBombay^ d^l^sh Ä 
nity to account. By late 1993j the market ^ as 

international Investors discovered the ‘India störy en masse and 
prices climbed to ä new record in September 1994. 

The 1991-92 boom helped Dhirübhai quiekly overcome his 
Latsen & Toubr.» disappointment. In August, the Controller of 
Capital Issues l?te) deared 

the expansion of. the Reliancc debenture issuc from the pmvtous 

tf 

cent oversubsct.pUon. At »total se ries of bonifc-one 

previous issue in India. Split in k , wartants to buy 

convertible, one convertible waS m0 re compli- 

shates, and another straight nonco SU ccessfully put 

cated than any of the previous 

to the market over November and for 

Reliancc also rolled over g | Scnes |g||g g ^ a ^ 
another seven years # /pffe^g^dvestors ^ : ' . 

ance share with the renewed de under V E . . 

Dhirübhai had actually fa«d ra her bettc^ undc r fhrg. 

Prime ministership and its “ y^npijance's resul« f° r 3 
tenure in the finance portfoho, afo had g«^ 3 ,^ 

(April-March) showed a tough ye ’ fit 39 per cpPt 0 
Cent tö Rs 21.05 billion and net p 

; : " 
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b "f' St Ra 10 steie, «n*l « >»«“* »sue vn» 0 ut^> 
of $5 ba ue not year, 199W2. tad .atarfcd out^W 
qUe Tln «te or givert the bwkeS on the-.^g'Ne 
groroii '■ > s shaichölders, at their annual nieS ** 

Dhirubha. J kfd .MiancelÄg.i«^ in 


» 


kerosene wouia suvu «•«>*“• «narai fttio- 

Chemicals refinery atChembur.whoseownplans for downstrean, 
expansicn. had been virtually pr^empted by Rgliahcfe; The new 
petrcchemicals contplex was conring up by the Tapü River at 
Hazira, on the former tidal flat reclaimed by use of a massive 
" ■ ’ * nd extensive piling. Its monoethylene glycol plant 



was armoimr^ „ / oi a joaii trom m 

‘" 2 . and made eff dedsion % l>odv boards on 28 February 
chartered C from 1 March. Three of Bombays 

swap of 10 

§t RelUnce acqui red !, g hares for one Reliance share. It nteant 
^rounted prfce and V* "> a ssive assets of tlte subsidiary at 1 
f,„ acüwn »R-arn to it, m 1092-93 was able to add its giowlfl? 

fei p aul gang l° UeT “'“ ° r » in house at cost 

IfeS tra ns £;V^«on bettfits of the subsidiary] 

° i^Uancc, wdtere they were a shiel 
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.«inst corporate income tax for several yeats. Reli 9n „' 
indeed showed a strong leap th c next year. The l9 9 f 0 ? *" 

had fintshed strongly showing a 30 per cent risc in 
1.63 billion. The mcrged group nearlydoubledprofiUn 1 999 °c£f 
t0 Rs 3.21 billion. Reliance Shares had riseh hmh =mV" 2 '? 3 ' 
of the subsidiary’s old shateholders were comp^ni^f"’ 50 ^ 
December 1?93 Dhirubhai announced Örplicate ^M 
Pa talganga. would be adelnd to Hazira in a second polvesto-m 
complcx. Another 350 000 tonnes a year of PTA plus 120000 
tonnes of polyester yam. 120 000. tonnes of polyester stant fiK 

I ^ 80 °?f t0IUleS f ‘^ e bottle-making plastic PET would be 
| ready in two years. ln September 1993. he had also entered a 
joint venture with 1CI. Terene Fibres Indra, to take over Tcrt 
: 30000 tOTme a year polyester Obre plant at Thane, outside 
Bombay The three polyester vvorks would make Reliance the 
fourth biggest producer in the World (after Germany’s Hoechst 
Amencas Du Pont and Taiwan’* Nanya). and the only one with 
production mtegrated from napththa down to fabrics 

P move even further back ’upstream’. In 

Februapr 1994 Narasimha Rao’s cabinet decided to award three 

0,1 f* 1 discoverics in the Arabian Sea to a consortium 
mvohang Reliance with the Houston-based Enron Oil & Gas 
Corp and the government’s own Oil & Natural iGas Corp, which 
nad discovered and deliriea ; ted the fields but did not have the 
funds to develop them. Two of the fields, Mukta and Panna, 
contained an estimated 265 /million barreis of oil, and the third, 
Mid- and South-Tapti, some 67 billion cubic metres of gas. Cost 
of development was put at Rs 38 billion (then aboiit US$1.25 
billion) of which Relismce was respohsihle for 30 per Cent; Enron 
^ould be the operätör initially, büt ; would transfer the role after 
ßve years' to Reliance. . V;;• Jr■ : . : 'V ;/$ 

The results for 1993-94shöwed Reliance had edged past the 
Tata Iron Steel Go, founded in the first decade of the Century, 
to become lndia’s largestf Company measured .by annual sales, 
°P e taüng profit, net profit/net worth and assets. Its 2.4 million 
shareholders were the most.widely spread equity base of any 
wtdustrial Company in the wbrld. 

Dhirubhai’s return to stockmarket leadership was marked by 
a resumption of the journalistic äccolades cut off in 1986. The 

Magazine Businesslndia put him on its cover as its Businessman 

, •• . v •’'* j . . sj t , ■ > %a ' V*> ' ;i Ifi ■' » 
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of the Year for 1993. ‘Willi no busincss backgmund to S p ea k 0 f 
Ambaiii has einerlei as a symböl of the New, IticliWn Dffeanl ’ 
his success has rewritten the conventiofial code tftat only the rieh 
can get richer/it said.;Dhirubhai hadset thfe p^ple for a host 
of industrial dones; Xhc last dccadesawtherise ofan ältogether 
different entrepreneurial breed 

was impatient to get ahead, willirig to take risks and wend it$ 
vrky through the regulatory maze, displd)nfig ah entrepreneurial 


oUp|il7i lv.1 J ucLlu. 1 ll-«' uiuii t viv €kk\y I—i UlLIAXjvJILl IL :ilL/311 1 vllf i flC 

busmess- envirohment ^otnpcWd iii wäs^ 

out any one pefsön.ÄrtifAnföänf 


my father’s önly . fault;:;hasauu 
dearly ahead öf his time .’ >'7 7 ?• 1 

Kilt PVPn ÄQ \f harl^ intn imaiii» ' DAlmr»^ 


ui uic uicuii Minute wab xiic^asCTaeisci,-:wriazira,,eonsumme 

- ■:, •_• . yj •- .X \y r '' f 7-7C ; ‘'#•3 ? .& 4 ';vc'*-vrr >t •/:. O 

much of the paferffid)mpäriy T sdiriähdalYesö^^ 
years behind schedule (it eventually cairte on stream in the 
1996-97 year, söme three "years date);^^ Diit?^tHis^ häd bd^n due^ to 



had been i 
tonnes a 


and Reliance Polyethylene Ltd to build new plärits making those 
Products Within Xhe .Hazira compl^.; 

Companies, was explained by the eqjuity involvetent of thfc 
Japanese trading house linrE,, (the förmer C. Itoh & Co) which 
y ' 0% ^ *n bS$3U million lor ä 15 per c^nt istake in each 

mt' : fi-m’ — r j? lt biggest investment planned by a Japanese 
B ODtionSr n ^ PPinL-, :-‘The v visidie-l-fef-.shanets/-^^ 
PS^ y ^ con yertib le debentures^ November 1992 was 
f e^ch^ra 0 ^" 51 !! 55 L r * be< ^' ^ share issues by aipuhdi ZOO times in 

an the debentinres by tJiree to foür times. All in all* 

' 1 /< ■ > r ■ 7 <. .“'V- ,'Jb,/ / ', ■ ” ' r " /l * ’’ - 1 1 
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c „I 10.5 million Investors Offered Rs 34.43 billioh -nv 

C t0 keep Rs 3.25. billiori for each Company Rnd 
1s a 15 per ccntdoan tmtilit Was refunded by mid-March 1993 
Even betöre they ^W Imrn thc : Rcliance *tvvins' were the 
ct.se of controversy The ^Se^ttnUes andfetchange Bote) of India 
had noted that the,r shares were bemg ramped on the BombaC 
Stock Exchange, and ms.sted that the prospectuses carried the 

waming: trt, 

indication of the actiial woith of the shares as the' current tnarket 
nrice is only äs a result of circular and thin* trading among a 
smaller number of interested partiesd iBut SEBl found this had 
occurred before lt lssueditsnews^ Th e 

problem was shuffled ovet to the Bpmbay exchange, which 
identified the brokers involved but did. not press penaltics.’ The 
‘twins’ later became prbblem children. 

^Dhimbhai had alsbfeguh settmg -'upcatry 
out his biggest dreabt, bhildii^ refinery In 1992, 

hc had gained dearaneej th>m^ m Promotiön 

Board attached m tlve pTOnd ^ Itoehü totake 

26 per eent bf the 9 ;miniön ; tpririe a ^hc rehtxery ln August 
1993’ he announeed Aat:RMiance 

maugural Capital raising, thrpugh^an even more complex lssue 
calied a triple Option parti^ty po^erti^ 
were offered debehtnres jbnth aÄ Rs 

20 was to ,be. converteidi iiitö e<piity shares at par,one on aUotrnent 
and one after XB nionths The Rs 40 balance, nönconvertible, 

would.be pbid haek tbÄd ^ 

the sixthyear (eqüivalent to ad effcetive M.35 per cent anntjal 
Mä Maina» shares cöuld be sotd on the 

their 


v the nonconvertible convert- 

, If Dhirubhai had prewoiislymade «V. would get equ ,ty 

'ble, the new issuc was surpassmg. | jj d not yet exist and 

*a*s immediately. „ii would hare noncon- 

which was years äway frbm earnihgs» ** any ^turns until the 
vertible debentures which w ^old n0 ^ ^ almost free- 

s «»h year. It was extremely ^XXTmber 1993, it rahed the 
ßut when put to the marke üt utional Investors 
tätgeted Rs 21.72 bitlion ftom 

'' '•/ i • 4* fj 'V/ ' V/]/. /> ;' 4 .f t • v, f s ! . t t t . , 1 » '• ’ • . 
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public, and was oversubscribcd thrcc timcs. Rdidnce itsetf 
Rs 5.773 billion, taking tlic total prOcceds to fa 27.493 Mi 
or dose to US$1 billion at (hat time. Itochu was no Ionen 
%■: the pictuic and not mcntioned in tbe prospcctus. Th* 1 Jyl 

was not really explained. Togcther with anothef parÜy 
debentum issue to Indian institutions along with overscas L 
plier's crcdits, lease-fmapce and somc overseas bormviln® ^ 
issue was to fund the refihery’s cost of Rs’5T42 billion'lnr> 
planned completion in tHree years time; that is, late 19% 
Dhirubhai now had 2.6 million shareholders in Reliance Ffetro 
Ieum as members of ^tis' ■- hs ■ 
Almost immediately, the project met 'delays on the gibund, as 
disputes were reported wth landowneK site at Moti 

Khadvi, abbut 25 kilometres outside jamnagar pnithe West side 
of the Saurashtrapeninsüla. Gourti actions^were to cohtinue üntil 
May 1996 when the Company established its höld^ over söme 
2240 acres. But by the time Dhirabhai airrived on 23 /anüary 
1995 fbr the bhumi pujä Or ritual gipundbreak^ 
ing thb cradkipg of a cotonut and the chanting of /Vfetüc Wrip&eÄ 
by a Hindu pundit, the size of the refinery had expanded m his 
plans to 15 million tonnes ayear, wthanotherpet^ 

corhölex aioht^ide makintr 1 4 rnillinn 


■ /: 




The cost of :.|he rehnery was now put at Rs 86.94 biIIion, and 
the pe^rpchemicais worfcs were anöther Rs 45 biHiön^ However, 
the completion date had skpped two years, to late 1998 or 1999, 
whtich v/ould be just before the^ re on the noncönvertible 
part of the debentures were due. VVoiild Jteliäncei^trbleum then 
disappear back into the parent Company many ; invfeStbf s wön- 

flpllpH in onnfliAr r ^ X AA mninp 


/ yyj* 

• ■ f. V ; 


möre 

j\Yu > , ■ 


delays and more expansions? '* 

The new investors, especially the iforeign portfolio funds, had 
by then learnt that Dhirubhai was capable of constant surprises. 
d^eliance was moving in so many directions simultaneoiisly that 
it was hard tö put the whole sum ■ together. Probably önly 
Dhirubhai, his two sons and a few others had tlie whole eqüatiop 
in tlieir heads. 

The. pichet with the new foreign investment funds had been 
"ned into cheap finance mised in London, Luxembourg and 
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fj e vv York. Despite the. rnayhcnrv in th<* Rn , 

fn M»y feltaiwhad then bccn marl«* 


in 

to 


float Global Dcposltory Rccci^Gß^I'™ Indian 

, i„ us am« bürf iSR;2««fcO 

Relian« share ptice in lndia. lt had been i M , ge wi,h the 
sh; «c price support against the backeround of ,! Crculea '' rffert of 
and once the issue dosed on .18 May Rehln, «*». 

die sharcs it had bought ön market onto 3fc& h f d oftload 
Indian institutions, mutual funds and metrk* .u Y of frien< % 
been convinced that helping InX*** had 

issue ^ a 

25 per cent discopnt to thetsS^Ä Wre JS**g * 

M ° r ^ Sta ^Twhose inv« 
f“ Bä«»" B'ggS rated Reliance scrip one of the best buysX 
m. Msny «her Investment advisers then saw Reliance. üZ£ 
hqui secunty in the sharemarket, as a ‘Surrogate’ for the entire 
Indian market or the quintessential ‘India story’: 

Anil Ambani, the more outgoing of the two sons, became the 

public face of Reliance in the numerous Yoadshöiw’ heid in worid 

investment centrCs from then on. In Febniary 1994, the Company 
made the biggest GDR issue yet, of,US$300 million, after söme 
delays in peinnssiöiViirom the Mmi^ which had 

noted that the proceeds of; the previous Euro-issues had not yet 
been Completely hsed fe thedesignated purpose and that Rielk 
anee seemed to have money to play the shäremarket. 

The fbreign enthusiasm ;\vas dasheä consideräbly at the end 
°f 1994, howeveh wheh Reliance carried out two manoeuvres 
which many investors feit hä<d broken assurahees. On 22 October, 
Miance announced it was placing 24.5 mfflion shates with Indian 
financial institutions to raise a total Rs 9.43 billion to fand ib 

ofifield developments. It cmeigcd that ^ j"’ 1 ^ the Ufe 
had put in Rs 7.73 billion, the rest coming^t 

Insurance Corp and die Geh “® 1 S^ons could not seü the 
lock-in’ applied, meaning that the msti 

st ^ock for that time. • • „„rmtinced it was meiging 

Just over two weeks later, Reliance Polyethylene into 

** seemed 

sKaie swäp set by two accou. 

r. : ..A'.Vc-V //.{ ' ':'n r?L.‘.Vl'-i ' • ~*\V 1 ' . , . 
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thc near future. Agarwal and öther Company executryeshad l e ft 
emyone with the Impression that^there were no pJans'todoso. 
Novy; within a: month, Reiümce fcd made two ;. nwiy^; 



For those in the t 0VCII j ,er "dien the annotmcemcnt was mide 

trading at mo« than jgelf--since its shares ,w^re 

for some msider-uacltat ^»^November-or a Chance 
; ‘One ^nvesstor that ^ . 

Tnist of India 4 It was^r* 0 * e ° m Pl ai ning, öddfy was the Unit 
told of the twins’ miDen^ r Whe ^ er its top officials had been 
j'Ounced only two Wee ks even though it was an- 

mm 

h av • r^T^ an »had not Iw» ? ‘Reliance share pnce. Ö| 

^ been ahie might 

■ * tnat a material '*&'*** • 


event 


not 

■ MM 
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disdosed and seek redress for its unitholders. If it had bcen told, 
(.he performance of its managcrs was open to questiori. 

No one was arguing with the logic of consolidating the twiris 
into the parent Company at some stage. It added sales, assets 
and profits while eliminating the sales tax that would apply to 
transactions between separate Companies. But this should have 
happened closer to the time the twins’, plants came on stream. 
As the London Investment grpup Crosby Securities noted in a 
Company report in 1996, ‘The surprise equity dilutions . . . had 
cast a shadow of doubt on the treatnient of minority sharehold- 
ers. The effect was a fall in the Reliance share price, and an 
even shaiper tmnble in the price of its GDRs listed in Luxem¬ 
bourg. 

The investment bankers did not ostracise Reliance for very 
long. The angi^ hmd managers in Bombay were called by their . 
head offices in Hong I^ng and London and told not to make a 
fass at the 6 Deceinber shareholders meeting. 

There were still some fat fees to be e^ned from managing 
new capital issues and borrowings, thpugh Reliance had bümt 
bridgeS with many equity investörs in Eurbpe. But there was still 
the debt market and the whole new world of the American debt 
and equity markets to tap into. 






In 1995,; Reliarice 


some more new capital-raising 


for IndianCompanies^ ;InJulyXISSX-SO million in a 
seven-year syndicated ‘bullet’ loan in Europe, meaning that it was < 
repayable in one lurnp at the end of the term. In October of 
that year, it pläced US$150 million worth of 10-year bonds at 
19 piä$ehtäge pöints over the 

American fostitutiöris, hawng gairied a favourable credit ratirig 
from the National Association of Insurance Companies. By midy 
1996, it ftad gained an investment grade rating by one of the 
two big New lÄ>rk rating agendes, Moody’s, though not from the 
other Standard & Poors It put through US$200 million in 
bonds with the Help of Mferrill Lynch, half for 20/years and half - 
For 30 yeärs. Reliance Ffetroleum meanwhile raised. US$260 mil- 
lion for the Jamnagar refinery through two bondTand C.DR .ssues 

“* TTbe^üead'df thllüdian Government from its mönopolising 
of n^y 6 inffastructure sectörs 

tunities Dhirubhai had often used the old-faslyoned adage 
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to your knitting’ to kecp his cxtcuüVos looking at associ 
activity (bis first Industrial activity liad actually bccn (liekijifr- 
machines at Nfaroda). The &ns werc kcen to try sotaetfiing 
If tenders wete won, that’s wherc Reliarice would ‘$pX;jX 
Many projccts Averc proposed by the mid : 1990s, including 
Software tcchnology park near Hyderabad, a small trarispoit 
aircraft with Hindustan Aeronautics Ltd in Bangalore/ diairi^rid 
mining with South Äfrica’s De Bcers, Cojp in Kladjfiya Pradesh 
a tolhvay from Bombay to Pune. TheTitfneßt steps, fiowever, were 
in power and telecommunicaribns.fe^ f or 

three mid-size power plants in Patalganga, Jaiima^r and Delhi. 
It also won the licence to operate a basier^ i n 

Guiarnt in nar+nershin with iln i 




piicciimar Services; m additioji^/ won 

Orissa, Bihar, Wes|: Bengal, Assam and Himachal Pradesh sind in 
the northeastern Kill' stktCs for rriodest tntal lir^nr«» f#»#»« Wf Rc 


one 
sdme of 


m. 

'f/ r. 
i' >r- >: 


v: 


In addition, Dhirubhai also appeared to be gearing up for 
more corporate pöwer-play Over the course of 1995—% (to 
March), the Reiiancc shareholding in Larsen SL Toubro jumped 
from 5.96 per cent to 8.73 / cent, while its holdfrig in the 

cash-cöv/ Bombay & Suburban Electric Supply Co moved up 
.siightly to äbove 6 per cent. The neglected subsidiaty- Rejiance 
Capital & Hnance Trust was also charged up with sizable Capital 
ough rights issües and privaite piacements and renamed simply 
Rehance Capital, under the Uinl son’ Ahand Jain. In 1 995-96 

P rofit of R3 1.109 billion, and had a net worthof 
about Rs 10 billion. 

. ^und the ^end of 1993, most of Dhirubhai's old Aden 
Muk Su S in service were eased out into retfrement 

to push the drive necessary 

ioZ e T mion {omard - but s ° me werc a f u !he 

Company d.S“’ 4 1!,° sta y on - ^ Gujaratj flayour of 

er dihited by tim rccruitmcnt of mor e n» 811 ' 
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gcers arid technical , staff from otlicr parts of I v 

Iso formahsed a spht of assets that saw Dhinibh r' 8 ' The f arni . 

Ra mniÖ*a and Nathubhat giye 

«** in Rel ‘ an “ ^«.«cemrate on their i^ T 8 
n esses outside. TT\oug^i both remained oii the boarrr ' 50 ”* 1 bus ‘- 

dcar that their children wc re not in (h e W „r d ‘ lt Was ma <le 
the Company— though the tvyo sons of DhH.A^ C ^ on to "m 
dose associate, Rasikbhai Meswani, who j- j S ne P bew and 
taten on as exeoitrve directors once they finished iS 19 . 85, *** 
The rcoiganisation was an effort to «,»,». thei ^ educ ation. 
t!l at hit many Indian Companies once they fi®S 1 $ 

highly personalised fiefdomstjy the ^ °^ en run as 

wwäHB teaaami^* ^ 

agers, mixes personal and cornoratp o. e to man - 

level of sycöphancy firom employees WheiTtiw» 1 I ^ mres a h igb 

and 

Th'lT 65 th /r S amirabIe -^^t^chMren^d 

grandchridten of G. D. Birla. In others it is bitten as WwS 
Modi brothers and cousins, and requires Intervention Wti» ki„ 


* Personalised leadership—a lack of professionalism throughout 

Organisation and weak systems of financial and operational 
troi. ■ : - ■ 

groj 1 3 C ** verse conglomerate like the original Birla or Modi 
üke & v integrated Company 

^iruhv» ^, nce % could be disastfou«. To all appearances, 
a * s succession plan looked free of immediate trouble. 
faetiri»; 0 . SOns bad never shpwn any sign of dispute or dissatis- 
el eVat *b e * r positions at Reliahce. The older son Mukesh s 
^himKu n » to y ic e-chairman, äfter Ramnikbhai Ambani, 
t°r i n ». ai s °^ er brother, stepped down as joint managing tircc 
s Wed ? tec * tllat be would take Charge eventualfy As Dhiru m 
^orkin °? Vri m bis sixties, and attended the office for a s or 
^sion bdukesh assumed more and more of 1 e ™ , 

s ’ thou gh Dhirubhai. retained the ultimate say. Res 

/ . * ; {>■’>, .L , 1 . »O , 
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and' perhaps, bis questiön 

mark over Relianee wasrecogni^ tfe 
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^ 29 November 1995, the Bombay Stock Exchange faced 

H" 2 u « thc bicecst challcngc to its existente m its scimdal 
V^lperhaps Ui SS vcars. A lettcr arrived ihat day fram 

m siened bv a junior exccutive on behalf ggg 



w:m23ms^0m< 

wmmmß 
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simultaneously hit ihe National Stock Exchange, where 
Had just been listcd. If Rcjwnceworc allowcd > „ 




6 ir »fMS!**|8«| _ 

Bombay Exchange suddenly facCd dbsoteto SfcgH" U* 
But whatever the jitters amotvg its broker Dh , 

was wrongif hc thought the Behanges execuüye board wouThl 1 
nuMv cowed. Its President, Kamal Kaljrä, imihediati-K, ff* 1 * 





V :)>■ 


' 

"V'v. 1 , :'{■■'■' ;j,i■ •/ ■' 
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* • y/ ;:. 


. t0 bis role. Dhiwb Uli iS widdy cre.lilcd with havinp 

afP 10 rhosh's « n,,sual StCÖ '^ tcrm « *puty gwerno* 

■<>? G , try of public-scctpr cmerptises tPSEs) in thc late 1980s 

' fl 16 . ' 4 e unofficial market s tempo. Approvals for borrow- 
st cpP cl ' |,y the Ministry of Finance to the enterprises were 
ings f a y car, so the enter^rises wtluld: make their bond issuej 
yalid approvalS lapsed, even if the Investment programmes 
bei' 1 «• “ t he funds were intended were delayed. Pew of the 
for " ,l " ,1.1 he marketed to the public: nearly all were sold in 
bofl as ^ banks Securities 

b # t0 Ugerves. T^e banks. wotilä be stuck, with low-interest 
for enterprises with surplus cash. Both parties had a 


would have had 

enterprise, not the b _ W practicej the banks competed 

That was the tteory .mm^ PSEs wrote 

for PSE funds by ffvmp. j( . jn ,f H .j r own books. I 


risk st 
were 


witn orotcen».. out wMwJÄpA The cover waa 

m °ney,« bmkers. a subterfuge J» an „nbattel 

securities transaction, whereby « rptiirri for the funds. The 
BR from a compliant bank to give "^T'-^dyfotward' or 
transaction would usual.y take « 

repurchase Option (repo) deal, / erta in time. There|*> 
agreement to seil back tlte secunty alter a h t0 avo«l 

deals became a substitute f °f ts Jj withhokling «■* 

K orm, *!r, 


interest rate Controls, 

°n interest. It was ’ a - .htärk^|^|it 


on 

£ Trust of I« (Ua 
Viess infoTu\ed. 


■ I illll 


mmim 

lA m ■ 
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in the '■•" c l980s "ll P'?y cd !t t« ttto, 
in the monejr ^ desperate’ 10 Ö 6-87 defenceT? 

tote«« diarc ,,n^ ^ ^ ^lyst likciitd tliem to J 

ÄSi .ü teri to — J “ ' * e 


the 

ies 


P 0 !^'SSt rvould be unknown to him or tmused r '£ 
' n rt tons would ha ve been put tluough brokers such as Hiten 
Sw' formet VD. Desai & Co employee who had star*^ 
W o™ in 1989. Andevenjhen.ü.e brokerswe« themseJves 

*«* m „... 


✓ a uuuv w|/ a ii 

even rumours of their 

rocketing upwards, ■ ®' v * 

Around, November 1991, the Mehtas putina call to Anil 
^ to break the ' 

**r; tt was agreed tölet 1 hartes m ;started: 

«>ng faquenüv: The Ambanis Were cohÜrfned tt äteir 





- - wuu puJlishness in t^^ 
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, r0S e from 1915 ät thc encl of Dcccmbcr t 0 a peak nf 
k C on 22 April 1992— but the ramping of Reliant was a 

,4 ®nlial cause in Itself. 

Oad Mehta became a celcbrity The press speeulated about 
. %rcc of fonds gave respectful attention to his novel theories 

C valuing focks. = -thout envy about his osten,a- 


wealth- He and his brothers lived in a huge aparünent 


foreignTndSi;'^ 

| in the garage. Harshad was dedared India's biggest income 
* yer. He was also dubbed The Big Bull'-a title once given 
Manohar Pherwani in his heading the Unit Trust oflndia. 
^ehta’s fellow Gujaratis came to regard him as a second 
phirubhai. He had come froma similar unprivileged background 
(his father a shopkeeper, and bis , commerce degree ä bare pass 
from a low-status College). A thrusting yourig bull was shouldering 

aside the old bull. ' : 

It caused some pique . at Rehance that a mere broker was 
achieving such glory, and even presüming to correct Dhirubhai 
on his Investment strategy The Mehtas were buying up deben- 
tures that Reliance was selling, particülarly thöse of the struggling 
Reliance Petrochemicals and , Larsen & Toubro. The Reliance 
Petrochemicals debentures were a good buy, ültimately providing 
a very cheap entry to shares in Reliance itself after conversion 
and then the merger. In December 1991, the Mehtas had also 
virtually taken over part of the triple debenture issue by Reliance, 
by placing a massive Order and asking the Company to stay out 
of the field itself. 

A small incident may have helpcd convince the Ambams that 
Harshad Mehta was eettinp too big for his boöts. Harsha . 

Anil Ambani had ridden down together in the eievator at a er 
Chambers IV the building housing the Reliance head officein 
Bombay's Nariman Pbint, and stood together on the Steps whi e 
eir cars were hailed. Harshad's arrived first, a g 
JWotz Lexus, at that time the only one in India. And 
£admiration and made some complimentary fgräMg 
f r.^Pdy handed over the keys and told Anil: Take it, 1 ^ ^ 

but Ute gesture Ly have ieft him fee hng^nued 


to 


A 

bank 

goad 


ne t was closing in on the Mehtas in äny ca ^ e, . j^ 1 1 


to 


is ^ em,tv governor, Ghosh, into cracking ° 

\V •>: • ;*!'/.'/• •' V *• • f J. 1:V •' u . i > • . ‘fl i 
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, 4; n fr betu-ccn bnnks. He was also intrIglietT ;by Har,h ad 
a , .? ann qi¥*n(Jv incxhaiistible soürcc of furtds;'AnSntoni^ *_■ 

raidon Mehta in Fcbmary Iwd fa ' led !° r ®? C y ^ e SCCrct f&au* 
the Mcht.rs kcpt thcir data on encodcd Computer disks 
\fehVitsraniianan had «*■ quitc put his suspjaonsdogeth« m 
Ldc (he mental link,bt« Ke waa getting doset In Man* hc 
asked the. State Bank of Indm to look at Harshad Mehla' 


account. The bank ie ported huge inward and öutwaid flows 0 f 



was later pui| e ^ 

on its defeiio* ,k_ *° n *° *^ e Housing Bank pending aibitration 
been establisLf“ 1 Creditin 8 cheques to brokers' accounts had 
i After f ° Ur y ears Öf hearings arid delib- 

^“S S ’«“ r,,al '' te mone y $ ANZ GHndlüys.) 
•he fl peion | u 'r., w'" ,0 Mehla ^ Dhirubhai haäbfetn 

spot by the State B ^odeonftacted wheh putorythe 

anybody, I lTlook 1>hi ^> h al had told him : 'Don't hfl 

% financial iournaliltn^ T 0 “"'’ . Act <»ding to an account ty 
Mehta at a.rneetina^ i!^^^ ^— "' ^^ 8 ^“ 1 ^ 

g wth Harshad Mehtaand'ah industrial 

- : . .< ■' :. vyv; .v'/y 1 ' . ■ w' 6 ' ■ z 1 • ’k iv ‘ v, -V-- i^d'Vv^fc'Ov,’, 
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k£l iMkss «»sr,»“ 

fof sourccs deny tl,at a;; jbirtt S'- How «vcr tl* M * as 
£iM Dhirubhai and Mehta. " g tool < place bctJen 

'xjeii the cause of thelr do ^l, bnn^nR ttem^ 1 **“*"« had 
, f die tax authorities, Venkitarama na f a ®, h .? to , th « attention 

putting b* on a blmtmg paper it cou ,d ^ like 

U* dose to the Mehla brothers Claims. nta,n f d -’ a 

u iS hard to beheve this/^ven ^ät 
^ more 

|f$ften tHe scam blew 
jyiehta had been a 



The opening up of the securities, scam led to investigations 
W the Reserve Bank nf India,«!» Central Bureau oflnvestigaüon 
and finally the Joint Parliamentary Committee. Senior bankers 
l tK «tcked, several hrnkers and hankcrs arrested (mdud.ng 
H»shad Mehta) and a social oourt set u,t to try those charged 
?' ree Ministers ultimately lost tlu-ir posts for improper 
• la| in 2 s. The Warne wa/widelv snrfad among 


h f okers 
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were criticised in. the parliamehtary committee** fcport. I t no 
how funds put by the Oil & Natural Gas Corp in portf 0 jj 
management Scheines with iwp banks, had beer« channelU 
;v throueh brokers into Reliant sharcs;howReliancehad fecrui te ', 
• the • ONGC chairmari immediately on his retii^itient; and how 
some banks had given large amounts of credit to Reliance and 
its Associated front Companies thrö.ugh bill .discounting. Jj-j ^ 
general note on the overall scam,- it said. There is soriic evidence 
of collusion of big industrial houses playing an important rble/ 
The Congress majoritv in the committee, who.included 
Dhirubhai’s old friend Murli Deor% prevented the probe goin? 
any further than that.-A note" by the opposiüpn^ninprity pointed 
out that there; were still gaps in the investigation, and that the 
CBI had made many lapses (its chief investigator, K. Madhavan, 
had resigned in protest duringthe inquiries). Ä second note by 
three Left MPs pöinted out thAt the Reliance namle had surfaced 
moreoftenthat those ofother industrial houses.butthis must 
still be only ,‘the tip of the iceberg’. One MP who was in the 
committee recalls: ‘There was always a lurking suspicion that big 
interests were- behind the scam, but there: Was nppraceM 
one reason why vye put all the evidence in the parliamentary 


Many of the committee riiembers also had their doübts. about 

hp rrntrzl hnriir ffm/pfnnr 'Tn 



son was linked in a business yehture in Madras wifh Ohirubhai s 
son-in-law, Shyam Kothari. 

\fenkjtaramanan had been lndia's man of the hour ih March-- 
bandling the external payments crisis when Me' 


Delhi was paralysed by political crisis. A year later, the Opposition 
MPs vvondered, was he helping to cover up aspects of a scandal 
M P res sured his own friend and head of a central bank 
subsidia^ Pherwani, to the point of suicide? 
i.-':. e Reliance GDR issue was successhilly püt to the market 
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,18 May, despite the financial mayhcm h„ l, 
o' ,£f ‘ bay Fortunatcly fot Reliance, thc Cm , , 8 ,n “ l»ck 

- ß0 '" H^shad Mchta and his 0 ^ 2 “ »ow in 
ar'« st . „J „„ 4 hme Ashttr "> «ntil weil af(tr 


K» arre „ e closed, on 4 June., 

.l,r lS> llt . __ 


'Mhirubhai’s conneettons with the scam had been k, • , 

I migh t have said to his old friends in the V m d t and ’ 
35 U hs /fountain had been built on top. Or so H see"" 3 ^ 1 ' 3 
stroke in February ,1986. dLm hJCntef«, 
keep up his exeruse and worked hatd to bring backtl! 

vvtertty t0 his em PH a well-qualified young 

‘ hv5 iotherapist with a Bombay suburban practice, Rajul Visa, 
siio soon became a regulär visitor to the Ambani household at 
Usha Kiran and then Sea Winds. As well as paying her her 
r-pal fees, Dhirubhai rewarded Vasa with allocations of Reliance 
, an ,, T n january 1994, Rajul and her hüsband Gajendra decided 
.och some of their paper wealth, and sold 26 650 Reliance 
shares thmugh a brpker, R. D. Choksey In tum, Choksey deliv- 
ere d the Share certificates and the signed transfer forms to broker 
VIC Jain who had bought and paid for them on behalf of a 

n „ m r narned Obers Invcstincrits. 

Company . w wrote to the Reliance share registry 
In April, the notifying the loss of cer- 

Reliance Consultancy ^ d askjng for duplicate certificates^ 

tificates for 33 809 shares s were the shares sold 

Among the distinctive " un ’ l,t ’ r brou g ht the shares along 

in January. In June, the broker . '„hip to his dient. The 
to RCS to register the trans ^ r u^ause, ifsaid, the signatures 
registry rejected the transfer form A ueus t, the same registry 
did not tally with those on its rec0 * • . j a ^ er sold them 

issued »dm certificates, «; of , bad 

to Merrill Lynch. Jain had meanw i j c h had begun an 

delivery to the Bombay Stock Exchange, 
mquirv : „r *l p Exchange t> e S J " 

Over a year later, in September ' 9 n e ’ ar |y Octobcr it ^ 

«king Reli ance about the Vbsa casc. J| jU R . D. 

jeeovery of the claim against die as 

their meetings with the Exchange Uggj,* at the host 
«ntotives headed by Anand Jam wer ^ ident , 

the questions. ^ Excha^S 

'We are Reliance.’Anand Jain told‘he 

;> ?M " 0M # ’U-i, 


Y\ iv. ■ , 

: ' V ■ ■■ (f t I • 
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"^' ^"Lfir Kabra Sj claimed to havc sa.d. ‘Ifou 



the^diipHcates, .ytJ^\'-öb^pi«j£s fraud’, started any legal 

^#ceedm^ . felian^^ 

aiiacc»mpfäc&': ■■ ' ;; . - : .••■•■•' • - 

Aimost ätthe säihe time^ ärnYthw- timoh^rrvk 



on ,a «eond §g|g 

Tiic*.^ r n - m ft( ä betitln« • £?$?• tc> > trate- the funds 
''Sl««.oeX &riava to »n , n th ^ ^ ^ 

"nee and RCS to tdl . t where . 

Scanned by CamScanner 


... j ; ■ 

.. ■ ' 

' •\>h. 1 •;■;/ ^ ■ *;• i " • •• , 

• ( ' f ■ 1 • \ t 1 ’ . . 

«OUSEKBEPINC secrbts 245 

. rtt ^c went. News of the twb cascs 

‘ w Sh became the ulk- of die markets. RUmourTThat*“!' 1 

' iisa ’ vvere in circulatiott jcaused a *Mp fall 

fr of 


U had been connected to hattgrorvth prevfeusly The fthgrowth 
Leri M ahesh lethmalan, son and legal partnet of Kam 
lethmalani, had defended Wadia in the Fairfax affair and 
jpeared against Reliance in the court battles of the 1980s. The 
; i Carina instincts wre roused" .. ;. . '' 



The letterp^ ? nto ; s^^|^ 

up out of all proper y „ rc t# * i - 

■ U_ J io the press en a syst* 


^mbaüve meetirig^ to penalise 

j* its ^oard met raimedia^^ in ’j[ts' ; shaies, 

* c c °mpany with a thrce-day Suspension of ^ .„oming’s 
n ' amn S °n 16 November. The ncws n A ance , at e in the 

gt befere the formaTnot^ar^“k restr aimngor<ler 

• ^ •• ;■ M 0!%&i WMWW^ ¥'■ ■ ' r '■ A:: 

. . .. . ' ■:.<;■ •• \b*<*m-'SiK\<4, Wä'PÄ • ^ V/v • : V).,.V• ' V 
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• f ■ 

beforc thc Suspension catnc into cffcct. Dhirubhai had to cnd 
the humiliation. 

On the day thc Suspension started, the special scann cou 
dealt a second blow Justicc Variava froze the transfer of the shar^ 
sought by Faiigrowth and demanded that Reliance teil him wh CS 
they how were ‘even if you [Reliance] have to place 30 peonl* 
on the job for 24 hours\ The Bombay Exchange declared the 15 
million shares bad delivery On 27 November, this puzzle becanie 
a second scandal. The Unit Trust of India armounced that it had 
bought a lot öf 2.4 million Reliance shares in December 1 99] 
and sent them for transfer to RCS. They had discoveied in early 
1995, after queries by tax inspectors, that the share certificates 
sent back by RCS in their name covered shares wiith, different 
distinctive numbers. Out of them, they now found that 870 000 
came ffom the batch of 1.5 million sold to Faiigrowth and 


declared frozen by the court. 

Reliance quickly explained that ‘certain Investors’ had deliv- 
ered the Original lotof shares to the Unit Trust of India, and 
*k en had^keri them back 

shanes As the|sellers werethe same, arid, the. shares equal in all 




• • 


?JpT had nof been consulted, and was left with 870 000 shares— 
perhaps möre—-on which Fairgrowth was asserü Hen. Had 
RCS been as casual about ownership in other cases? Who were 

these operators who couldwithdraw shares from the iegistrv after 
selling thern? . ■ ; 

.The markk was reeling under the shocks to itsconfidence. 
On^the same day Reliance had apjd^ 


- i* ' 11 ' ' 

new, fullv com- 


. ^ _ 

sübsidiaries The NSE was a brand- 

putoised exchange set up by the Ministry .of'Fiiiai,ce''in''”the 
Uff it would be both a waming and an example to the old 
äJlaslj ^g e V'whosebrpkeir-members had fougftt lhard against . 

"f° . aimed at giving Investors möre'protection. The NSE 

vyas only too pleased that thc biggest chip of all in the old 
cxchanges wanted to be put onits screens On 29 Novemfctt. 

Exchange - >^r seeking delisting from the Bombay 
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r»nce the Bombay Exchange made it clear U ,, 

Oo nn *k« —-• i . * h ^ould refu'je 


a 

in 


.Mission to delist, on the grounds that Reliance . . “ 

f x m or bankrupted Company with no «.r« i . Was han % 
^es the ball was in the court of the a ** ° ^ activlt y in 

- *c *«»**. Af.., iterr,* 1 

in its new baby, the NSE, the £ T* * d,anc *'* 

intc „ to the imnlications nf c v" nistr y of Fmance had 
. „ 0 ken »p to Ute impucations of Exchange President Kamal 

Kabra’s ‘fngttjve from ,ustice^ remark. On 1 DecemberTe 

Securities^ and Bcchange Board’s chairman D.R. MehJ ^ 
cafled in by the Fmance Secretary Montek Singh Ahluwalia, and 
3S ked to seek a compromise. 

Over the following days, delegations of venerable stockmarket 
leaders including retired'Bombay Exchange presidents called on 
the warring parties, pouring wise words on the aggravated feelings 
of the Ambanis on one hand and. the Exchange’s young bloods 
on the other. A drumbcat of press cofnmentary accompanied the 

1 CC . V, 'vT V*-. * 1 

Standort. 


the 


j)|d|^ Observer of Business and Politics, 

rallied • of Indian büsiness häs grown 

on family weälth, Reliance climbed to the top of the pyramid 
because of its unique chemistry with the ordinary investor . . . 
but became a soft target for a gaggle of bear players ... Reliance 
therefore is entirely jüstified in seeking delisting from a den of 
bears.’ 6 A hüge advertising campaign, reminiscent of the J986 
series, declared: ‘The World can wait. Our shareholders 

Behind the self-righteöus ; claims, both sides were loo n 8 ® 
a Wa y for Reliance to back off. 1t was found in a letter. ® 

Exchange on 4 December, rejecting the request to . 

* sk jng Reliance to withdraw it. The Company did ?o, c 

Ead made its point. In a letter on 5 December, it s» ^ ^ 

° seek delisting from the Exchange had been pa uring 

uropany.had been ‘oyerwhelmed by the h tant j V e issucs 

su pport from thotisands of investors. c V charges it 
m by Reliance bn Capital market M -*** * 

K d roised had been ‘well rccogniscd’. The letter . 

na iss®p i 
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. i ™. ilnt Stock cxchangcS and otHcr / 

: Keeping »Hv* H* 1 ^ ,' lc OTU htry will accc|>t our commcnts 
tcgulatory RU*“ 1 *““ tivc , and &. sincendy cndcavour to 

in a constrocüvc pgjgg ,' c ^ broader issues in Investor 
implcment ovcr a I* - t „ us, oui boaid of dircctors has 

kää «?-$mm püs 

sufficient grounds to do so. ||||«;||||»^ 

It was a climbdown. Ri-liancc was soon hack on the defensive, 
m Unit Trust angle to the Fahgrowth affair had opened up a 
wholc new avenuc of investigation fot both Regulators and he 

press. The Unit Trust said it had kamt 

2.4 miliion shares had been Reliance group Companies, ^ press 
inquiries foundthat sprrie pf the svtf tchedshäres were still with 

small investment Companies runby the Reliance company secre- 
7 Ä’U*«4?«iiU r 7mV^ 



600 gjnillibn repö deal involving Citibank, ANZ Grindlays and 
the brokers Hiten Dalaland Härshad Mehta in mid-April 1992? 
v//-Theil'there''was themysteriousRaju A&sa case.Theötfgind 
buyerbf her shares, OperaInvestaents.;^ 

Reliance fönt Company: Ita broker, YX Jain, was a brother of 
peliance Gapitals Anand jainand had l^eh artive in the^t^^ 
^Tbubroproxy bat(Je. What v/as behind this stränge affair in 
which all parties tö th^ tiansäctidns seemed to be linked? 
g _The 

be hVEfi! Wen j mn?"? f ° r the na öOnal;ae<^ons;diat^ to 

IUi ?r7Hw“ d >96 ' - mS the in M to days of the 
, IV Gandhi govemment. corruptipn charges were nilinf up 

harTresiencd^'over ^*T s adm 'nBtration. Alteady several ministers 

scandal.^Thc award of^telenhonrT^ (illega, forei g n cxchange) 

v f .f one lice ^e$ to a small Company 

talking point Bv midn^ co 5 nil ™ l?nications minister was a 
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,. flte Share cases wem also p re 6rr.._. ? ^ 9 

l) ^ £ . rnm ent legislation stopped for ten d^s" 8 M ' V of 


sechets 


a ktt« to Prime Minister Narasimha 
„05 a group of 27 MPs said that So« LT ' 4 D '«mb er 
it!c1f s0 only not ex P'ained 


^B'c 


One reason could be that Reliance Investment Companies h- 

as a very 

sha*S to be used as coüateral for finance. h is , 

system and wont come apart eyen ifthe dupHcate shLs are 

offloaded m themarket. Th,s >s because theregisoar which will 

do the transfer is a Reliance company. It will merely do a 

switch with another lot of genuine shares 

. r' ' ■/ ■ ■ ■ ■■ ■ 

Mukesh Ambani had been in New Delhi meeting MVs and 
assuring them that share-switching was common practice. He 
explained and;tax mimmisätibn^ were the reasons 

behind the switch- Reliance had tvvo groups of satellite compa- 
nies. One group was Investment, Companies with large lotsof 
shares who never sold. Ifthey did seil,: the capiM ^ns tax wtmld 
be huge. But they lent them to share trading Companies in the 
second group who used them for initial liquidity in deais. Later 
the trading firms would replace them with newly acquired shares 

on which the Capital gains would be slight. . T 

The Ministry of Hnance had asked the Unit Trust of Ind, 
to check its experiences with 20 other big Companies, 
found the share-switching pracüce not to be common at J 1b 
Bharatiya ,anata ftrty finance 

produced two examples of Rehance shares,^ d .. ü ^ ve num bers 
Syndicate Bank, where shares of the same + • not ^o^r 

a Ppeare d in two certificates. ^ 

c °nvincing. •••••>■:•* ^"kManmohan^ Singhj 

Ön 20 December, the finance nrnnis », c^ange Board 
0r dered a joint inquiry by the Securities a , . ^ ove rlapp'08 
* nd Department of Company Affairs, w ^ al , financial 
) u nsdiction in applying Company law. Smg y ^ n0 t c0 ntain 

“««tutions to verity that their^ s ha ^„^rtmentw<> uld 
^“ched or fake shares. The Income TaxD £ w th e tak g as . 

£•* inquiries it had started m 19 ^ -jready su 

^ of the scam. The Securities Board 

/ - /' I/< ’ /Lv’-e'/Wri» I.'- • 'Vf '''. < I ' ; , • . 

' - - .v. • v.tV, » &U ,<!. . r . 
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inquiries on its own initiative, and gave an interim ireport 

mid-January 1996. '■ . • 

According to this rcport the seven custodians of ; shares f 0r 


India's ... , , . , 

Rdiance shares, about 30 per Cent of the com 

Capital. Out of these 




IS, 


different distinctive numbers or transferor's nämes from those 
Iodged. RCS itself found soine ,möre shares held directly taking 


Unit Trust). TExcept fora 


taken place between March and October 199?i^one were 
detected by the custodians. Those of the original shares not 
transferred remairied with the original owners, who were ‘trade 

associates’ of Reliaince. 

m c '* ...■. d m:-- . 


in March 1 996, the registry had given two differing versions of 
the Unit Trust shafe switch to the Board in December and thiits 
neither could be trusted. RCS had reported corruption of its 
database and a loss of audit trail because of a conversion of 
Computer Systems . . . but ‘the fact that corruption of data is 
predominant in select. folios of the parties involved in Switching 
makes the explanation of RGS untehaliie^ Se^tie|; ßoatd 
fetter said. The rgeörds ,were a shambles - in effect, and much of . 
them in the switching cases seemed to have been faked. 

But perhaps the best insight into the Rdiance back-shop 
. operations came fibm repom filed by the Deputy Commissioner 
of Income Tax in Bombay, G. S. Singh. whose offirials had bcen 
looking at the Rdiance front Companies since June 1994. Accord- 


S chief execUtive 

j » re ■ ♦ ' • y* • r 


iqqi oo n ,. , °fdce in Nariman Pöint. Düring m 

i 1 ^' 92 ’ ^ l,an « Bad paid Rs 313 mUlion to these Companies 
n vanpus fees, cnablmg Reliance to reduce its tax liabUto and 
& die Companies to settie their own lnw< ™ „„i.„ __ 


ment control. 
. In the tax 


2 *“ ownlossesot to make invest^ents 

rcS an e bentures m °rder to mamtain mana^ 

previous vear ^ Car } ^3~94 (covering aeüvity in the 

^ r )• certain group Companies had received 

. ■ ’mk ’ ■ , v. ' "./’v ■' i'. 

: Wm n v ..:,m iaI 
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HOUSEKEEPINg SECRHTS m 
ne^rly Rs 600 millm™ c 251 

rights attached to partwTn^‘ T* Via Rel ^ ance Capital t h 
rivins, Rfiliance Polyprönvir^ sharcs the affiliatestlLd ° ^ 
of the original shares in and Relianc(: Polyethylene 
40 new shares attached The WnS had ri 8bts to oo fewer th C 
shares in the Twhts mos% Ä ToT"'“ had * W the 

be exereised in the 

date for owning the rishts ? ^ end of 1992 - The cut-off 

later in the year, was 6 issue d °cuments 

by the 37 group companks'feW l timed im ^ent 
nies Rs 39 for each rieht^W r ad kter P aid * e compa- 
the Companies had^ecetltlsln 7 3 ** 17 ' 50 »vestment, 
million in the twins’ nartlv r» -A u ‘^ n , mvestinent ^ 644.6 
accounts on 3 T Klärch S IN? U P ^ 1116 ^liance 

plus fees to Reiiance Ganital rights purchase 

before the Ittll for » ^ding 

eariier examnie „f f two years later had overlooked this 

X- ^ np fe of funds being taken out of Reiiance. 

the 70h L 0 ?“" pCrSeVen ; a - an d focused on one example of 
, I -v^f b°nt Companies, Avshesh Meicantile Ltd, to rive a 
detailed picture of sharemarket activities. Their accounflup- 
ported the explanation given by Mukesh Ambani to the MPs! 
The report by Depüty Commissioner Singh/dated 29 March 
1996, traced another sale of Reiiance shares to the Unit 'Rust 
this time a löt of 3 million soid on 22 May 1992—four days 
after the. first GÖR- issue closed-—by 13 group Companies known 
as Group A. On that day, none of the 13 firms owned any 
Reiiance shares. The shares delivered to the Unit Trust had been 
‘borrowed’ from 14 Other group Companies, known as Group B. 
When the Trust sent them for transfer, the shares were switched 
for shares bought from Dhyan Investment & Trading, then a 
wholly owned subsidiary of Reiiance Capital, and the Originals 
returned to Group B. 

Mahendra Doshi, the broker in the sale, said he had dealt 
■ with Ariand Jain and Manoj Modi of Reiiance Capital for the 
delivery of the sharcs. He knew nothing about the sellers; Join 
had told him the Company names to which cohtract notes and 

«*. <*•* “—- 

; - . ' . ’i% | ' .. , .' ß f 
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a similar sale to the Unit Trust of 2.2 mitlion shares. Jain had 
; initially dcnied knowiedgc of thc 13 Group A Companies* then 
admitted to bcing'involved in thc sale. 

Accoiding to corrcspondence produced by RCS, the 14 Group 
B Companies had requested the registry to inform them of any 
transfers lodged by third parties for their shares, because the 
shares were placed from time to time äs cpllateral, on condition 
that they not be transferred in the name of the creditor unless 
approved by them. The tax inspeetörs said this was not supported 
by evidence, and the letters were found to be fabricated The 
sales were real, and the income from them should be taxed. The. 
I swapping of .shares was a systematic evasion of Capital; gains tax, 

: by substituting the newiy bought shares of Group A for the older 

and more cheaply acquiredhoIdingsofGroup B. Not a single 
case of switching fbr sellers outside the group was found. 

\ ./:■ The tax-reducdön explanation made somesense, but did nöt 

fit .;Witlt'everything;had poilited out 
that the switchipg: hadbeen confinedto^ 
j bet 1992, yet Mukesh Ambani had said it was a comition 

| practice.If it had made good tax sense inl992, andhad been 

■ legal, why not contihue it? $$$%$& 

Some vu«* a.i_L 'lidi 


■ ■ 

i ' ;'. • 

m 

KW 


* < ' . ' 

% 


business&änalysts tendedto believe that the share- 
switching occurred as a partof the covei^up of bhirubhäi s dbse 
mvplvement with brokers in the 1992 scam. They speculated that 
shares handled by brokers such as Harshad Mehtä arid Hiten 
Dälal were hurriedly dumped on friendly institutions such äs the 
Unit Trust and the Canara Bank fuiids as the scam broke ih Aüril 
1992. . .. . • . ' ' 

Others yeered to the explanation püt up by the 27 MPis in 
parliaoient, alleging systematic pledging of düplicates of shares 
owned by the Ambanis and qthermanagement investors, wduch 
would be switched if they were ever sent for ownership transfer 

c .°"’ p; l|7' controlle<i re S istr )' and would never bc in tnar- 
I . TI« central bank inquiry into thc 1986 loan mela 

: ° contiadjrt Ilus lauer aUegatlon: it found that all the 

fe.T-rt rr. lT 25 p dged f b >' the group eompanies had; been ttans- 
And if th^ TT'/ ^ lendin g banks. But that was 1986. 

1 narnr^ p b r nkS ^ : tt£m P ted to the shares to a thifd 

' ^ , T reg,St ?’ C ° Uld Stl " have int ervened. 

east one fo ™ er manager. admittedly no friend of 
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HOOSEKEEPING SECRETS 253 

Reliancc, recalls a case in Yqqq i 

pl f« ed ft Reliancc. The Company raTsed S M him shares 
get th e ahams taken back arid Sahttn f ’ ? th the ba " k to 
As the bedraggled Narasimho d ^ ed for ot hers.7 
of >ts . term, swie othtr Woirivi ^ JVemment neare< ^ the end 
Dhirubhai and Reiiärice s Came back to haunt 

’ an ^ 1996. «he govemmenr Ü1 ___ 


i» i m s m 

decision of the fbrmn it t 016 controversial 1989 

Viswanathan, to drorothe ? ombay Cob J ;ctor of Customs, K. 
gled’ Polyester vam P th * ^gS«? of evading duty on the 'smug- 

lines that had annpn^ ^assessed on the four extra spinning 

by Reliance in 1990 h JbH i° TT parts ^ ^ P etiti ons filed 
years . 99 had ||?f the tribunal hearing by three 

5fÄ| ' hat m " n,h - a toärn of CBI officials flew to Bombay and 

() dd y rc }' ,vcd ^ ■•. cas ? a gainst Dhirubhai and others of back 
riatog. *e letters of credit for the PTA Imports in May 1985 
Dhirubhai was ordered to appear in a magisträtes court but his 
We^yuccessfriUy a^ued thrpugh the mst of the y^ against 
the need fora personal appearance. The case wasja warnine shot 

B'an^amVbehSd in the 

campatgn fundhig iit had 

Company tras also suspected within Congress oTStoSTtip the 
telephone Iicence scandal in Order to distract attention from its 
own problems. 

In 1995, a young police officer with the Central Bureau of 
Investigation in Bombay, Y R Singh, had begun digging into the 
private plaeement with the Unit Trust of India and the two 
goverriment insurance giants in 1994. His request to see the 
papers on the plaeement caused panic at the Trust. The highly 
unfavourable plaeement had been forced on the institutions by 
senior figures in the Narasimha Rao government, he concluded. 
After careiul study of the laws governing institutional Invest¬ 
ments, he drew up a report listing some 20 illegalities, including 
conspiracy and . ffaud, and recommending charges^ against a string 
of senior officials. . _ _ 

After picking up signs pf discontent among Oil & Natural Gas 
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Commission engincers during a visit to a Bombay High oil 
nlatform, Singh also bcgan looki.lg Imo thc award of thc Arabian 
cL „H and ras flclds to die Rcliance-Enron-ONGC consortfum 


m 


•a-tiV 


1994 Thebidding had bcen cxtrcmely bittet vvith rival groups 
accusing Rcliancc of insidc knowiedge of tender evalüation cri- 
teria that weit; kept undear for others. Singh found that the new 


o\\ners 


_ _ h a d come into the fields with little compensätiön to 

ONGC for its past costs of exploration and preliminary develop¬ 
ment. The new operators had also been given a highly unusual 
bonus on the oil price guaranteed by the government 

Singh asked his superiors at the CBI for pemüssiön tö Start 
a preliminary inqtiiiy Instead,^|ih Marche 
transferred back tö the hlaharashtra State 
äccused of mishandling another case. Singh lodged an appeal with 
an administrativey vHoÄ^V^i;' 

Planning (Dommissiph member G. V Ä 
Petroleum Secretary and Securities;/ Bo^ ^airman^ y and the 
Comptroller & Auditor-GeneraI , s qffice—took upsimilarcriticism 
of the^ oilfield^ cönbmctsr lri Octdber?1996,ithdtpriv^: s 
of Satish Sharihäy Ihe peto minister ‘'tmriis’i^tK^Moon 1 ' 

tracts were awaraed^ told^^ the CiBtthat'^ Heliaricd häd päidShärirtiä 

p Afi ' •> iaQQ'^’-A^ 


%■ : 




Irübhäi had rubbed Narasimha Rao the WToricr wäu his 

... * *. < ^ \ • * ' * • - r ■* ' 11- ' ' 1 , - ; " **."!' ' 7j • i : <V ■' r 'Jt. ‘ r */' * # 

reiationships^l^vith4the pppositidri J>arties were^^biMent 

Sertihnc nf Tahata Hai aniii T ifT .^4 . 


_.^ .„r......... ..... tor^gara.;'hin^ä^; . 

^athema-y^t^^he had successfuily ^ltivated many bf their leaders 
at state jevel. In the Hindu nationalst 
^enior BJP leaders such as L. IC Advani and Atul Bihari. Vajpayee. 
ßut a section of the party^’s MPs such as Jaswant Sin^had been 
f r a P4 ^hes for more than a decade, and his old heinesis S. 

viser to Advani. Their hostility was offen neutralised in 

^rtyiorums by a claque of Ambani suppofters. such as^^ BJP 

DhimbhJ- S c I ‘ CraI Pramod Ma hajah, whö oncie' defended 

mcognise vh ^^, someQne w ^° sleeps with you then refüises to 
rccognise you in the morning’. Th,> 


Scanned by CamScanner 



I 


. ' 1 

• X. -,Y i ' 




1 


. 

.. 


HOOsekeeHng secrets 255 

i™* 

backed a lowcr-caste BJP leader callcd •^ r CCt !°r s * Dhln,f)hai 

££Ü& tSSsms^ssA 

Wiajuraho famed for .ts etotic temple carvings, to keep them 
togelher. Around this time, Vajpayee was appalled to find 
Dhtrubhat on the telcphone, putting forward a ‘solution' to the 
Gujarat cnsis: Wagheia should be made deputy chief minister, 
bbgbly cmbarrassed, A^jpayee refused. A year later, Wagheia 
ousted Patel s faction and formed a govemment with Congress 
backing. ,1t isn<A clear whether Dhirubhai had any intention to 
destabilise the BJP nationally or just install a cooperative state 
to help his industrial 

Having gathered damning material on the share-switching 
cases, and little on the sünnösed ‘bear cdnsniracv’ arainst Reli- 


form a govemment, knowing it 
sworn in as prime 
minister and Ram 
unpromising for 


Jethmalani as law minister-a o 

Dhirubhai.; :• ß 

India’s first BJP govemment Iasted only two weeks—but long 

enoueh for Faswant Singh to Order a show-cause notice to be 

issued to Reliance for brcaches ofthe Companies Act. Jethmalani 


; Gowda, who riew ua«-iv - r jct j asW ant S 

:> s tate chief 

decision resulted n> 29 »arg § , magistrate s 

■ executives and his compan.es m a 

' v ■ ■ 

• ' : als ■ . V r.;v.‘c, 1 '. Mo ■ r wfl 


court. 
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One of thc charges was a serious orte, mcntlonlng ‘Jntent to 
defraud’. 

In October, the cntire duplicate sharc and switching issüe was 
wrapped up by a government decision to allow Reliance to 
‘compound’ the chatges—a process whereby a Company simply 
pays a sct fine for technical breaches and avoids a prosecution 
in court. Reliance had aigued that the offences had been inad- 
vertent, due to pressure of work on the registry. No loss had been 
caused to shareholders, no gain to the Company The mägisträte, 
A. M. Thipsay agreed that intent tö defraud had not been 
substantiated: The total penalty came to Rs 6.396 million, while 
the registry RCS, was suspended bohl operatioris for six months 
from April 1997. 

The penalty was ‘veryvlight’, judged ^fynomic Tm 
Reliance says il will clean up its act and actually sei Standards 
for securities transactions by joining the depositary fan inde¬ 
pendent, computerised share registry],_ it is beeause longterm seif 
intcrests dictate so. A group depending heavily on international 
markets for resources has to be seen to have some basic corporate 
hygiene. It was a tap on the wrist’, agreed the Business Standard 
)M, ended wnh a whimper, the paper said. 'The case 
called for a hfting of the corporate veil, and iudging svhether the 

™ m ° rC tha " 3 resu ’t 0^ clericafe^’ ' 

It ]tad been^dose, a crisis almost ranking with the 1980s 
olyester Mahabharata, but once aaain Dhinihhai 
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using thls long-overdue tacmty to pu had w 

«Ml®? 3k &Ä ■»& “ » . 

T nternational centres of Investment manage- 

? nJlS S India at that point, notably London and 
u Cnt v,„w fiind tnanagers already feit burned by Rehance and 
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The performancc of Rcliance $ bares in the market was aug- 
mented by a sustained pump-pririiing effort, uslng the Company’s 
own funds or money raised from, bpnks ,for other declarcd 
purchases. . ' 

Rdiance’s position as India’s Iaigest private-sector Company 
was challengeable becausc of the opacity in its accounts on the 
amount of inteigroup transactions included in sales and the 
possiblc artificiality of profits in some bad years. The emphasis 
on absolute numbers of sales, assets, profits and so on distracted 
attention from the ratios that measure the relative profitability 
or efficiency. of a Company such as return on Spital. 

Transactions with the more thaii 200 ‘trading and investment' 
Companies controlled or owned by the family management mig^it 
pöint to investment tftese 

Companies. In other words^ 

treated a company in which they have had nörmälly ä 26 per 
cent shareholding;-äs. their pejSohah 

The hiiee private placement to theeovemment financial 
institutibns and, the 'jnstances ’,of funding ^ 




esuccessi 




the public. v :: 

^ completing prpjects after the early success 

at Patalgahga in l984 and the insatiable appetiteforfa^ 

T^ed vipestidns^about the Vec^pahy’s ^ 
cäptital—even? ywhether fiihdraisin^ 

become a möre importantRiielianCe''. ; i'iilisuri-; H ; mätKiiig 
petrbchemicals and textiles. 

I^^pn^ iate I994lhe?Ir^^ gerne into a 

malaise. There were objective extemal factors: a rise iii iriterest ■ 
rates attracting money into deposits, a serise that; the economic 
reforms had stalled, political uncertäinties, the Me)dcan crisis and 
its impact on other emerg^ng markets, the bull nin on Wall Street. 

But a .feeling that Indian markets. had not got their house in 
Order, and perhaps a sense of ejcploitation by the cöüntry’s most 
traded Company, had something to do witli it as well.. * v 

Markets and Sentiments turn around, but the widespread 
thinkmg in Bombay financial circles by the end of the ,1995^96 

crisis was that Dhirubhai Ambani and Reliance could no longer 

look either to Indian Investors för the cheap eqüity Capital that 
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had fmanced their early growth or to the forcign portfoJio funds 
t}iat were so erithusiastic about them in 1992-93. 

This is implicit in the company’s resort to debt-raising in a 
completely new market from the middle of 1996. In five issues 
of pure-debt secprities in New York between June 1996 and 
January 1997, Reliance raised US$614 million from international 
investors, with terms ranging up to 100 years—making it the 
first Asian Company and one of a handful worldwide to raise 
debt of such long. maturity A notable trend was a resort to the 
American institutiöns, compa- • 

nies, helped by an investment-grade rating from two agencies. > 
It would not be too cynical to say that the insularity of 
American investors and their relative ignorance of news from 
India helped greatly But the announced plan to Hst these bonds 
on American stock exchänges has impösed new disciphnes. on 

Reliance, notably a requtement to *ift 
Venerally accepted accounting principles of the ' ,n 

and BritL. ratber than those follpwed up to 'i"" ™ pisist That 
& Shah, Bombay Its: representaUvcs abroad no 
Reliance is a ‘different Company’ .from the Rel.ance of t 

—pany was^ probably thl^ . 

the sovereign-nsk rptmg o _ f m D ] ac i n a hart of the funds 

be achieved by means o * ou tside India. This might seem 

back into high-rated invest ™ e || rooted in its own country, but 

highly artificial for oF p ride within Reliance. Among - 

it would be yet another soyr • _ Sam ^ t Reüance was^more 
•> m •■x«nii1d onlv confirm lears uia». iv 


iilities ana iu* vt ^ ^ _ Mute marketeer or ms pu*».«-, 

spiring manager of talent> a _ • ^ ene rgy and daring that 

d S ^fonvard-lookiiig industrijhst/nre^ene & ^ 

owed itself in to 

neriments developcd int 9 a boM raK ch iefs would 

dirisk that (ew ifany ° c _ , t f 01 sustaining relatiopj 


. 
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• . r $ V/tf • fevi ;y YC’HW* *i .• ’ / m ' v 

' / ' - ’ - '■ ■ ' . 

vr»nnnan v 


Scanned by CamScanner 



260 THE POLYESTER PRINGE 


y a 

4 


The'dark sidc of his abilitics was an cyc for human weakncss 
and a willingness to exploit it. This gained him prefetential 
treatment or at least a blind eye from the whole gamut of Indian 
institutions at various times. Over decädes in India, some of the 
world's best minds had applied themselves to buildinga System 
of govemment Controls on capitalism. Dhirubhai Ambani made 


'f'Mi 


a complete mockery of it—admittedly at a stage when the System g . 
was decaying and corrupted already The Ministry of Finance and 
its enforcement agencies, the Reserve Bank of India, the Central 
Bureau of Investigation, the Securities and Exchange Board of 


jrt&Sh 


complidt in their handling of questional 

Reliance. The public financial institutions that held laige blocks 
of shares in Relianceandhadseats on its boardwerepassiveand 
acijäiescent spectators, rather than responsible trustees for public 
; savings. .£ ' . / ' ,' ' ' - . , y 

Dhirubhai Ambani cautioned al^oüt the ‘jealousy’ ihherent in 
theIndian Business milieu. Reliance frequently routinely put any 
criÜCism 6r6 ppöriU6n?to its actiohs down to motives of envy or 
a desine to pull down anyone achieving success. Throughouteveiyv^ 
crisis causedvl^gö^ösiire of;^eged manip^ its publicity 

took on aself-pitying '‘Why is everyone always picking on us?’ i 
tone. . , , y, r . : .- r y < y . / 0 - vYYy'jB 

But the röcord^ tends toshowthat it was Dhirubhai and 
Relia^e v^p o^ move tö put a spoke in a 

■ it was KapaL Mehra, Nusli Wadia or, 

;■ 'TtiifacfirikF'- tViA^Pcca*- nrrrurri Y^r!\siri 7 M/ 40 vWol 1 ir''<Mi'r«+l% 



a conspiracy to murder him. 


s . ;y '' •! ; ' !•. X- ’ * *A 

(J; Reliance söught larger cäpacity clearances, lower düties oh its 
I imported chemical inputs/ and higher duties on itsfinished | 
g Products for itself—not for all players, It has been relentless in 
its use of monopoly or dominant market share. : V ’ ■ 

The achievement of all diese efförts has been die creation of 
an integrated industrial enterprise from die oilfield to finished 
textiles and plastics, certainly the largest in India’s private sector 
and in some products among die world’s biggest. Dhirubhai Kas 

nfläriflflpH tA ctüv in rnntivil ■ i Tj« v • , .'jH 


■ ' \ ■ ' •' ■ - , ■ 
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abtlity to master advunccd ÄliJ 

lunds to pay for it. By the end of ÄT 3 C ° mC Up wi,h ‘he 

and .u Associated p.x.duct lincs 

Company continues to auEnvent •! g on strcar ". If the 

f*7 prof ’ tab,e as Ütc externa! proS of th “ shouW 

is lowered. \ P™tcction of tf > e Indian cconomy 

Thcrc are several ateas of risk a t! 
busmess cönditions, such a» A combln «ion of adverse 

m n jag «»tmSs 

forcign debt more extensive to Service wouId mak e the 

a squeeze if the actual mim 1 v ,ce ’ and P^t the Company in 
finance is delayed. No one outside “ H intended to 

agement can be sure exaedy 2 S h ‘ ghest man ‘ 

needs m Order to sustain its * v !^ er $p*$i}8s-the Company 

operations—one hiahlv resner(P^n anSI |. 0n 88 Wel1 as its treasury 

it-needs US$1 billiÜa yearnnewtndf" 3 ^ ^ estimatestba t 
able tum in Investor " ^ If so * an nn/avour- 

n '&&& IS ™i P r o rC U Pti0nS ab ° Ut ÄS Ind ‘a 

Another wild card ilmn^ H T* 

DWrubhai and Reliant S the P^al hostdity that 
has Hs Xmbani men' but thhisAn UP lndia - Everyparty 

notably and ironically, Reliance i* Ulft? exam P lc of * Most 
I m sen ‘ or levels of the $ «tust at 

allst movement that may well be th^ O» Hlndu nati °n- 
pplitics—ironically becaiise the RIP K comu |8 forc e in Indian 

Champion of the swadeshi or domesdr .f° S,t,oned itseI f as the 
clerical parties it is agairist “p,tal, st (though like many 

Reliance 

registry, but several ^nvestigations tTv f”- 1 “ 5 and *«■ Share 
prosecutions front the 1980s still dcmands and criminal 

Ife DhiruXrsremark W^mnlth G dis P la y <* hubris 

they uke over the runnin^^f R^ 0 ® ' ° r if his sons . when 

I themselves. A split betweeiUhe two’™“ COm P leteI y overreach 

, i«he professioncü ^Wgement ör vi^whe I K-’ ° r ^‘^n them and 

I gement or w.th the big mstitutional Investors 

• , - '$V ; . 
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• i ^«.cnic once Dhirubhai's influcnce' 
r-.V:«--. •> irkiikclv büt coiild cmcrgP u»c 

novvappe.’.rs • . . ... seem to ind ude a o.ution 

' S T*e Wider kss<ms “^"eftetiveness of India's ‘British-style 
to forcign in^ts Ogg* might Iike to ponder hmv 

institutions and .practicfts ,. , f put ^ posmon 

much help and protection ^ oli " ccte d Indian rival like 
of a Nusli Wadia »g 3 ’";*, $f aNZ Grindlays bank did get 
Reliance. On . h ^ k fe, m die National Housing Bank 

its disputed Rs 5-06 bil ^„.versy of the mid-1990s 

through arbitration 1 *, ßnandal market regulätiöns and 

mm KrsrÄa- * 

KTJkwü- n ä s mWt 

all costs and by all means. . . an d academics see a case 

Some of dndia’sdeftwmg d ^ca^g 

for a «*um to tight contmls, even ^ 

, he J970S and more sustained pöliang of them, Tlie Reliance 
9 1. w 1^, fhat those Controls were unenfoiceable m 


corporationS;the amazing m^ Indians fmm the poörest 

Street traders to the high financiers; the way in whichi the age-bld 
trading links to the Indian Ocean rim have been extended into 
Europe and North America by the past 20 years of migration. 

Indians love to teil the joke against thertiselves äbout the 
exporter of live frögs to the kitchens of France. He didn’t need ; 
to put a lid on the crates, becaüse: as soon as one Indian frog 
tried to escape, the others pulled him down. Perhaps Ambani’s ,, 
corporate war does show a tendency in the culture to blow the , 
whistle when someone makes a run for wealth or success. Jealousy : 
can be strong in a crowded count.y with many qualified con- 
tenders for every opportunity, and where growth öf those oppor- 
■ { ' • fe# ' % : ■ r . ' ■ >' \ ■ 

■ • ■. ■■■ / v % ^ 1 rr •• 1 . 
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mnities is slow or static. But the Opposition 1 that Dhirubhai 
stirred up was not always or even mostly cnvy, but oftcn vigorous 
self-defence or a determination to cxtract the truth. 

The country may never be an India Inc., but it has a certain 
self-correcting strength in its disputatiousness. The plurality of 
inteiests that its System acknowledges may prevent it attaining 
the high economic growth rates of more homogeneous and 
disciplined nations, but they provide safety valves and mecha- 
nisms for gradual adjustment which prevent violent revolution or 
catadysmic misjudgements by unchallenged rulers. ^ 

Many of the populär books on the Asian economic mirac e 
or the pröponents of ‘neo-ConfudanisnT or Asian values seem 
to expert that India will progress only when it adopts the more 
or less enföfced cpnsensus patterns of East Asia. Some ° 
leading proponents of this idea in places like Singapore an 
Malaysia äre themselves of Indian extraction. Others ignore India 
or rule it out of the Asian mainstream. It is tempting to draw a 
line ddwh' the Chittagöng Hill Tracts, a rough tacial dmde 
betweeiYEast and South Asia, and build a theory of Two Asias: 
one whose culture predisposes it to high economic success , the 
other condemned to a slower cyde. But this is an error of. 
exträpolätion from a narrow periöd, ignoring histoncal factors 

im P e ™ hs ™> ^ 

Pacific War, the American interventions in the countries of East 
Asia äfter the wat;;and so on. It falls- to address the question of 
creativity in the underlying culture, and its significance for 
leadership in an information-based economy. , 

The disputes surrounding the rise of Dhirubhai Ambani teil 
us something eise about India: how it agonises over the morality 
of change öf success and failme:‘The snappy analogy made by 
the tablöid newspaper Blitz in 1985, comparing the erupting 
polyester industry battle to the epic Mahabharata, actually cap- 
tured some of this dilemma. 

On paper, the Mahabharäta runs to millions of words and nlls 
a'dozen volumes, but the central story is that of the King 
Yudisthira who is torn between his innate sense of rightness and 
his earthly duty äs a ruler in which cheating, lying, intrigue and 
espionage äre expected under the dharnta (law ,and duty) of that 
role. Against his; conscience and* irtclination to withdraw from 
strife, Yudisthira allows his Pandava clan to enter a war of 

'■ 0> ' ■ . p §§!M 
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ü,c Woodiest 
arc s |fughtcred 


on both sides—arid a deception ; by. Yudisthira df 

battle. 

Blitz hesitated to assign the roles of Pandava ahd Katirav 
between Dhirubhai and his textile rivals in the ‘MahaPolve^! 

t-k;„ ^irrUt ^.K&ft «Vct ‘ Sler 


War'. Ulis might have becn just expedient and caütious. tyaitv 
of the protagonists who stood up to Reliance, by contrast had ? 


little doubt in their minds that it was a clear stroggle betweeh 
probity and deceit. 

But among the many mülions of: Investors and; 

i/iprt wbn frillhwpd DhiniHHfli’s ssrptif ttu»™» «mm i * 



at risk. 


seeing Reliance fail and the savmgs or so man)|inve$tors put:f| 

%*■ : a :V ; . _ . & ; . . 

n^rKonc anolom/ rWimihhai;anrl Pplinnr» 


seemed äs though they were 
down. 


heading for an; afpodä^|p|^s^^|, 
Liring their Jndtsti 

; to India. What are the limits of ethical behaviour in a world full 
of surpnse manoeuvres, innovation, mside connections and cor- 
mptiön? . ' i 

And ünlike the relentlcss Order of the Mähabharata and othei 
riindu scnptures, modern capitalism does al 
iedemption in the life of a Corporation. Opiüm-traders, slav 
owners, market corneners, share raiders and all kinds of rot 


pillars by hanging on and consolidating during the sy. c 
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